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About the Cover The cover photo is of the main 
lagic assembly in the Tandy® 2000 Personal Computer. 
This multilayer printed circuit board is made in the 
United States by Lika, one of our own factories. It is 
shown approximately actual size and contains 137 inte- 
grated circuits. The MS-DOS-based Tandy 2000 is man- 
ufactured in Fort Worth by Tandy Business Products and 
is part of our New... 


Advanced Technology Series. Aliso shown on the 
cover is the Tandy /Radio Shack Advanced Technology 
Series emblem. For 1985 we are offering a vast array of 
high-tech electronics, 
and this symbol of ex- 
celience has been 
awarded to the prod- 
ucts in our 1985 line 
that represent the 
“best of the best” in 
state-of-the-art tech- 
nology, quality and/or 
price breakthrough. 
The photography 
throughout this re- 
port focuses on this 
interesting series of 
innovative products. 


TANDY CORPORATION 
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Corporate Profile 





Tandy/Radio Shack manufactures and markets 
electronics for the home and office. Distribution is 
through 5,928 company-owned stores and 3,090 
dealer/franchise locations in approximately 100 coun- 
tries. We have the largest number of retail electronics 
outlets in the world. 

Tandy distributes a broad product line through four 
different types of company-owned stores. The 1985 
Radio Shack-U.S. catalog features about 2,700 items 
including audio and video products, telephone equip- 
ment, radios, scanners, citizens band radios, security 
devices, electronic kits and games, clocks and parts 
plus 20 pages of selected computer products. These 
items are sold in our familiar full-line Radio Shack stores. 

The 1985 Radio Shack-U.S. computer catalog con- 
tains more than 800 items. The serious computer cus- 
tomer is offered specialized assistance in Radio Shack 
Plus Computer Center stores, which are Radio Shack 
stores with expanded computer departments carrying 
our entire line of microcomputer and business products. 
In addition to these outlets, there are 433 full-service 
Radio Shack Computer Centers specializing in computer 
and business products only. Each has a training room for 
formal instruction and provides total customer support. 
With more than 1,400 Pius Computer Centers and full- 
service Computer Centers worldwide, and 275 com- 
puter maintenance/repair facilities in the United States 
alone, tt is clear that Tandy/Radio Shack plays a major 
role in the computer marketplace. 

Our fourth and newest type of store is the Radio 
Shack Telephone Center. These full-service facilities 
specialize in business telephone system sales, leasing 
and installation with both carry-in and on-site service. A 
number of Telephone Centers are combined with or 
adjacent to our Computer Centers. 

The authorized dealer/franchise network adds an- 
other dimension to our distribution system by allowing 
these retail outlets to offer selections from our product 
line to their own customers. 

Tandy's manufacturing capabilities allow the 
Company to respond quickly to changes in market con- 
ditions and technology while maintaining product qual- 
ity at a high level. Tandy owns or participates in 31 
factories in the United States, Asia, Canada and France. 
In fiscal 1985 a new pliant will open in Korea for the 
production of mobile celiular telephones. About 36% of 
the products in the 1985 Radio Shack-U.S. catalog are 
manufactured, assernbled or packaged in our plants. 


Financial Highlights 





















Year Ended June 30 _ 1984 1983 % Change 
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The quarterly high and low prices of the common stock are based on the reported high and low sales prices reported in the composite transactions 
quotations of consolidated trading for issues on the New York Stock Exchange. 





Dear Fellow Stockholders 





Last year did not meet our expectations — 
particularly in the second half when sales and profits 
were iower than planned. Major factors causing this 
slowdown were rapid pricing changes in the microcom- 
puter market, delayed introductions and limited availabi- 
lities of certain computer products, extraordinary price 
cuts throughout our line based on cost reductions and 
inventory shortages caused by a scarcity of semicon- 
ductors. But, the important relationship between selling 
costs and sales for our retail operations was closely 
watched and we were able to keep this relationship 
stable despite the slower growth in sales. 

Once again, the importance of product cycle to our 
business is evident and clearly more important, in many 
respects, than the economic cycle. When you charac- 
terize Tandy Corporation as a distribution system for the 
products of technology, it is easier to understand the 
dynamics of our business. Virtually everything we sell 
was the latest thing in technology at some time in the 
last 60 years. Our growth rate over the years has been 
influenced significantly by the cycles of these products. 
The strength of our business comes from the continual 





evolution of the product line in breadth and performance 
through technology. Throughout this report you will see 
some of the products selected this year as members of 
the Tandy/Radio Shack Advanced Technology Series. 
Each of these products represents a significant advance 
in features, performance, quality and/or price. They will 
lead our marketing activities during the coming year. 

We are continuing to aggressively address the diffi- 
culties of the prior year while developing new strategies 
for the coming year. In the computer area, our 
Tandy® 2000 personal computer did not reach our 
anticipated sales level because of delays in product 
availability which were created by the shortage of 
semiconductors. The impact of these delays is difficult 
to assess fully. We plan to heavily advertise the high- 
performance capabilities of this machine through televi- 
sion and magazines in anticipation of the introduction of 
a new generation of software programs that will fully 
utilize its technical excellence. Our Model 16 business 
computer continued as a leading multi-user system in 
the markets utilizing Unix*-based software. Increased 
sales of this product in recent months have created 
shortages of the Made! 16 and the terminals needed for 
multi-user operation. The avaiiability of this product 
should be adequate during the coming year. The sales 
rate of the TRS-80 Model 4 did not meet our projections 
during the last half of the fiscal year partly because of 
price erosion in this segment of the market at a rate 
faster than we anticipated. Our pricing is now very 
competitive and sales rates are improving. Our 
Model 100 portable computer continues to be the lead- 
ing product in the true portable marketplace. Even 
though it is selling well, it has not met our expectations. 
The market size at the current price/utility relationship is 
probably smaller than most prognosticators have specu- 
lated. The Color Computer 2 has continually out-sold 
our planned quantities and product outages caused by 
semiconductor shortages were a problem in the March 
quarter. 

Our revamped computer advertising and our newly 
created Business Products Division should strengthen 
our marketing. New ways to leverage off competitive 
hardware and software have been implemented. Our 
product plans and promotional strategies for the coming 
year should position us well. The general uncertainties 
of the microcomputer industry for both manufacturers 
and retailers will continue to make the competitive situa- 
tion difficult to anticipate. Nonetheless, our plans are 
designed to create growth in this environment. 





In our regular Radio Shack stores, certain product 
lines had stronger sales than anticipated for the first half 
of the year. This created some shortages of merchan- 
dise for the second half. Compounded by the worldwide 
semiconductor supply problem, it was more difficult 
than normal to replenish stocks. Good progress has 
been made in alleviating these shortages. Merchandise 
outages at the warehouse level have dropped from more 
than 13% in March to about half that number. More 
importantly, our new product offerings in the telephone, 
video, audio and computer lines should give new impe- 
tus to the product cycle. Our retail stores will also be 
placing more emphasis on in-store merchandising and 
display to broaden the appeal of our products in the 
marketplace. 

Our thrust into telacommunications should acceler- 
ate this year with the advances in our residential and 
commercial product line, the opening of at least 55 
Telephone Centers and the beginning of cellular tele- 
phone sales. 

In our international operations results, particularly 
in Europe, were disappointing. In spite of the continuing 
strong dollar, we believe the rate of loss has stabilized. 
Specific new programs and strategies are being imple- 
mented in most countries to improve sales momentum. 
Management changes in January doubled our top man- 
agement’s attention to these markets. Improvement in 
profitability could be achieved in the coming year. 

Tandy Marketing Companies, a separate operating 
division, was established to group together the compa- 
nies that manufacture and sell products outside the 
Radio Shack distribution system. Lika, our printed circuit 
board company, had strong growth in sales and earn- 
ings. Our Memtek divisions — Memorex audio and video 
products — had good sales growth despite rapidly dete- 
riorating prices in video tape. O'Sullivan Industries, our 
newest acquisition, exceeded expectations. 

Tandy’s balance sheet remains strong, although it 
was restructured during the year. As detailed in the 
Investment Equation in the Balance Sheet discussion, 
financial leverage was modestly increased and shares 
outstanding were reduced through a tender offer and 
open market purchases. in our annual report of two 
years ago we said, “If the recent downward trend in 
interest rates persists and our cash flow continues to 
accelerate, a change in our financial structure may be 
appropriate.’’ The current investor disenchantment with 
many technology stocks provided us with the opportu- 
nity to do just that. For the first time since fiscal 1980, 


we were able to purchase a significant number of 
shares — 10,000,000 through a tender offer and 
2,785,000 on the open market. in the process we aiso 
added $205,000,000 of long-term debt. Return on av- 
erage equity, enhanced by this restructuring, was 
26.7%, the ninth consecutive year that it exceeded 
25%. Despite the added long-term debt, the financial 
leverage ratio was only 1.53 and the debt-to-equity ratio 
was .35 to 1. We think this course of action is apprapri- 
ate with our stated policy of seeking to maximize long- 
term capital appreciation for our stockholders and 
should accrue ongoing benefits for them in future years. 

Effective July 1, 1984, Bernard S$. (Bernie) Appe! 
was named president of Radio Shack-U.S. operations. 
He brings 25 years of experience in merchandising and 
advertising with Radio Shack and a strong drive for 
excellence to the head of that division. 

While 1985 has more than normal uncertainties, 
management is dedicated to meeting these challenges. 
Internal growth will be stressed as we continue to look 
for acquisitions that meet our high standards for contri- 
bution and synergism. Quality products at affordable 
prices and strong cost controls should permit us to 
remain one of America’s most profitable merchandise 
retailers with a nice contribution from our non-retailing 
companies as well. 


Coles Y. Lach 


John V. Roach 
Chairman of the Board, 
Chief Executive Officer 
and President 


*Unix is a registered trademark of A.T.&T. 





Tandy Corporation and the 


Consumer Electronics Marketplace 


Consumer electronics in the United States ac- 
counted for approximately 10% of the nearly $144 
billion doilars of factory sales this past year. The major 
ingredient contributing to this success was the continu- 
ing high degree of new, exciting and affordable products 
for everyday living. And the surface has yet to be 
scratched! It has been said that electronics is the most 
influential technology of the Twentieth century, and 
much of its impact is still to come. Tandy/Radio Shack 
has been a leader in consumer electronics technology 
during its entire 64 years. From radio sets and vacuum 
tubes in the 1920s to our Advanced Technology Series 
for 1985, Tandy/Radio Shack has consistently offered 
State-of-the-art technology, outstanding quality and 
breakthrough pricing to the consumer. 

Consumer electronics in the ‘80s will continue to 
generate excitement across the entire spectrum of the 
market with an exciting array of products in video, au- 
dio, computers, telecommunications and personal! elec- 
tronics. The declining prices of consumer electronic 
products, when compared with the Consumer Price !n- 
dex, dramatically show the remarkable “‘value’’ being 
offered by our industry. These inflation-fighting values 
should continue to accelerate the development of a 
seemingly unending flow of interesting and innovative 
products. 

The audio portion of our business, including stereo 
components, compacts, tape equipment, personal 
stereo and autosound, shows absolute dollar gains over 
the prior year. Home stereo hi-fi components and music 
systems continue to show very moderate growth; how- 
ever, they will be strengthened by our introduction of an 
affordable, advanced technolagy Compact Disc digital 
audio player and related products, such as high- 
performance speakers required to maximize digital audio 
listening pleasure. Last year the industry price on the 
disc player was $800 to $1,000. This year we are 
introducing, with the same high quality, a product under 
$400. The increased use of microprocessors in audio 
equipment has offered heretofore unknown con- 
venience, ease of use and affordability. 

AM stereo has not had —and wiil not have — any 
effect on the audio market because of the confusion of 
five incompatible FCC-authorized transmission stan- 
dards. In fact, there is little or no need for AM stereo. The 
automotive industry generally has ignored this product 
even though it is the most logical market for it. 

Home audio component systems continue to sell 
because components offer the best in sound quality, 





versatility and the ability to ‘‘add-on” technological ad- 
vances on a piece-by-piece basis. Add-on components, 
such as equalizers, reverberation systems, power me- 
ters, cartridges and the like, continue to enhance the 
“mystique” of component audio. 

Packaged audio systems, commonly called “com- 
pacts,’ have been the mainstay of the industry for many 
years. However, they are feeling the effects of alternate 


The Marriage of Audio and Video 


Audio and video are combining to 
produce an interesting array of quality 
sound and performance that was unheard 
of in TV or from our home entertainment 
music systems. It is coincidental that both 
product categories are producing ad- 
vanced technology products in a single 
year. 

The first truly new audio component 
since the tape recorder is the Compact Disc 
(CD) digital audio player. It appeared last 
year and brought with it a new magnifi- 
cence in the recording and reproduction of 
high-fidelity stereo. Digital recording elimi- 
nates the noise and hiss of conventional 
analog recordings. The quiet passages in a 
digital recording are totally silent and loud 
passages are distortion free. The dynamic 
range is 92 dB, approximately that of a live 
symphonic performance. 

Beta Hi-Fi, a video cassette recorder, 
compatible with all Beta monophonic 
tapes, is also capable of playing the daz- 
zling stereo sound of many prerecorded 
video tapes. As an audio recording deck, it 
will outperform any stereo cassette or 
open-reel equipment. The breathtaking re- 
alism is made possible by recording and 
playing the sound with the rotating video 
heads instead of the stationary audio heads 
of ordinary VCRs. lis dynamic range ap- 
proaches that of the Compact Disc. 





forms of systems including one-brand “‘rack’’ systems 
and “mini-components” as well as portable and table- 
top AM/FM stereo tape recorders/players. Miniature 
systems are not faring well since the consumer still 
tends to relate size with price. 

Audio tape equipment and accessory sales are still 
showing impressive growth. Tape technology has con- 
tinued to improve and is quite demonstrable on decks 
that now affordably include noise reduction systems 
and better transport mechanisms. Microprocessor tech- 
nology has played a significant part in the cassette 
recorder’s growth by making these products more con- 
venient to use. Portable recorders are in wider use than 
ever in both education and industry. Stereo ‘“‘boom 
boxes” still fill an important role in the market and seem 
to have returned to favor in spite of the rise of personai 
stereo cassette and AM/FM stereo portables. These 
pocket-sized music makers, affectionately named 
STEREO-MATE® at Radio Shack, are the perfect exam- 
ple of quality sound and miniaturization for headphone 
listening “‘on the go". Units are now being made smaller 
and include such features as auto-reverse and noise 
reduction. 

New and specialized radios are still gaining in popu- 
larity. Stereo radios, including cassette tape models, 





high-performance portable shortwave radios, radios 
with TV sound, aircraft and public service bands, 
weather radios, user-friendly digital clock radios and a 
host of novelty-style radios, add interest to the 64-year- 
old consumer radio industry. 

Quality sound reproduction in the automobile has 
also assumed a place in our society. Cassette player 
sales for under-dash installations are slowing, but we 
are seeing increased sales of ‘“‘install-it-yourself’’ in- 
dash AM/FM stereo cassette systems. Upgrading of 
speakers is becoming more popular as is the purchase of 
separate power boosters/equalizers. Technology is play- 
ing a major rojie in autosound with its contribution of 
electronic pre-sets and auto-scan tuning. Auto-reverse 
tape mechanisms are an added feature at truly afford- 
able prices. As down-sized new car designs and config- 
urations are introduced, we will respond with autosound 
products that are even more space-efficient. 

Video, probably the most exciting entry in home 
entertainment, is continuing its tidal wave of new prod- 
ucts. True — not all are successful. We regret the demise 
of RCA’s CED video disc player—an entertainment sys- 
tem that could not compete with the growth in video 
cassette recorder sales — sales that even the most opti- 
mistic marketers believed were impossible, The majority 











Realistic? Model 20 Beta Hi-Fi VCR gives theater-quality 
deck with sound that rivais digital discs. 
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from prerecorded movies and music videos. It’s also an extended-play audio 








The Tandy® 2000 Computer 


The Tandy 2000 personal computer in- 
corporates the latest in technology to achieve 
the first ultra-high performance MS-DOS*- 
based computer. A next generation 
INTEL 80186 microprocessor is used to pro- 
vide an operating speed over twice that of 
computers such as the IBM PC or Apple’s 
Macintosh*. As a result, popular programs 
like LOTUS 1-2-3* and Microsoft’s Multi- 
plan* run dramatically faster on the 
Tandy 2000. Through our unique design, the 
Tandy 2000 offers twice the number of col- 
ors and twice the graphics detail of most 
8088-based equipment. Advanced disk tech- 
nology results in a storage capacity double 
that of comparabie MS-DOS computers. Even 


the Tandy 2000 keyboard is advanced with 
a well laid-out design and professional “‘feel’’. 

The Tandy 2000 continues to receive 
acclaim for state-of-the-art features. In 
fact, InfoWorld magazine (June 1984) said 
the Tandy 2000 was ‘‘a superior machine and 
a good value.’’ Popular Computing magazine, 
July 1984, said ““The Tandy 2000 Personal 
Computer is a pleasure to use . . . Instead of 
being a ho-hum addition to an overcrowded 
marketplace, it provides several significant 
improvements over its competitors.”” The 
Tandy 2000, designed and developed by 
Tandy Systems Design, is manu- 
factured in Fort Worth by Tandy Business 
Products. 


of VCR sales are under $600 at retail. VCRs continue to 
offer more costly features at lower prices and we have 
chosen this year to introduce the technologically ad- 
vanced Beta Hi-Fi video cassette recorder. It provides 
exciting theater-quality stereo from prerecorded movies 
and music videos. Also, with the flip of a switch, it’s an 
extended-piay audio recorder that will amaze even the 
purist. The unit features wireless infrared control, cable- 
ready tuner and, of course, is affordable. Portable video 
tape recording was introduced last year and still repre- 
sents a very small share of the total VCR market. It is 
premature to comment on the 8mm video format. The 
high price and the quality are still questionable. 

Color TV, without question, is the major product of 
the consumer electronics industry. in spite of the fact 
that we have not taken a significant position in this 
market, it should be noted that Tandy/Radio Shack is still 
number one in consumer electronics retail sales. We are 
continuing to add 13” and 5” TVs, concentrating on 
basic utility products and TV sets that can also be used 
as video monitors. We are enjoying exceptional sales 
growth in video components, antennas and accessories 
such as video enhancers, sound processors and switch 
boxes. 


Advanced technology at its best has provided us 
with PocketVision™, a 2.7" -diagonal LCD screen TV set 
measuring amere 1” x 59/e” x 3" Extraordinary! Mono- 
chrome TV saies have provided us with an opportunity 
to offer an assortment of smail-screen portable TVs 
with radios and cassettes that operate on house current 
as well as batteries and 12-volt car and boat electrical 
systems. 

This year will mark the beginning of true stereo 
sound broadcasts by TV stations in accordance with 
new FCC regulations. The Electronic Industry Associa- 
tion (EIA), of which Tandy/Radio Shack is a member, 
wisely recommended a standard to which broadcasters 
and receiver manufacturers hopefully will adhere. That 
system provides for binaural audio and for a third, alter- 
native sound channel that will make it possible to pro- 
vide bilingual broadcasts. The first color television 
receivers with full built-in stereo reception capability 
and/or adaptable for stereo will be on the market soon. 
Our entry into this market will be an advanced technol- 
ogy product that is a ready-to-use TV-sound receiver 
with two specially designed speakers permitting stereo 
reception with any TV set. Needless to say, it will also 
receive the alternate sound channel. Stereo TV will add 
an exciting dimension to future sales and entertainment. 





Home satellite earth stations and direct satellite 
broadcasting are still a question to the consumer mar- 
Ket, With threats of legislation involving 1.5-degree 
spacing between satellites, scrambling and other mar- 
keting problems, the potential is questionabie; however, 
we will sell them in Canada on a limited basis this year. 
Direct Broadcast Satellite (DBS) to compete with cable 
is also in a quandry. There is a potential consumer busi- 
ness in these areas; only time will tell what will happen. 

The dedicated programmable video game paved 
the way for home computers, and provided consumers 








with their first look at the practical applications of a 
computer. The dedicated game is a thing of the past. 
Now, anew product, “the home computer,’ has found 
its way into living rooms. Unfortunately for some, fierce 
price competition and market conditions have left many 
consumers visibly upset since some of the industry 
giants have abandoned the market and owners of their 
products are finding that new programs are hard to 
come by or non-existent. 

The home computer is more than a game machine. 
It is a practical household tool and can be used for word 
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The Tandy® 2000 Personal Computer has twice the speed, graphics resolution and storage capacity of other MS-DOS systems. 








Cellular Radio 


From its initial market in Chicago, in Oc- 
tober of 1983, the cellular mobile telephone 
has shown strong evidence of becoming a 
multi-billion dollar industry. 

Computer switching technology and 
multiple broadcasting ‘’cells’’ will permit a 
virtually unlimited number of subscribers to 
utilize the mobile network instead of the few 
that can be handled on current systems. 

The Federal Communications Commis- 
sion (FCC) has approved two systems per 
market: one to the local phone company and 
one to non-wireline companies. Radio Shack 
has secured two agreements and is in con- 
tract stages with additional carriers including 


Bell operating companies. Radio Shack will 
sell, install.and service through our Telephone 
Centers and Computer Centers nationwide. 
Initial sales will begin this October in selected 
markets. 

Tandy’s competitive position will be 
strengthened by an agreement to jointly de- 
sign and manufacture mobile telephones with 
Mobira, a subsidiary of Nokia in Helsinki, Fin- 
land. Mobira is a leading supplier to both the 
Nordic and United Kingdom cellular net- 
works. 

Cellular technology will evolve from 
phones in the car to the briefcase and, ulti- 
mately, to the pocket. 


processing, electronic filing, home management and as 
an extraordinary educational aid. There is growth and 
interest in disk drives, printers, modems and other ac- 
cessories. With the estimated seven million high-tech 
buyers who purchased a subsequently discontinued 
product, we feel that the consumer will become more 
concerned with buying from companies, such as our- 
selves, for compatibility and continued product support. 

We are involved in an incredibly fast-moving revolu- 
tion in communication and information. Within a dec- 
ade, the vast majority of us will become computer users. 
There will be a computer on most desks, at workstations 
on the factory fioor, one or more in most households, in 
most classrooms plus the ones in your briefcase or 
nocket. Why? Because computers have real utility—a 
utility derived from tremendous logical and retrieval 
powers at ever-decreasing costs. We recognize this ex- 
tra marketing opportunity and have positioned our- 
selves with advanced technology products such as 
the Model 100—the leading portable computer in the 
world—and our MS-DOS-based Tandy™ 2000 that is 
properly positioned to do the job faster than any other 
MS-DOS machine on the market. Our Unix*-based 
Model 16 is a leading product in the market, well posi- 
tioned and priced for the multi-user buyer. Our work- 
horse Model 4 is ideal for the small businessman and 
those in the educational field. 

Computer software has become a billion dollar busi- 


ness and every manufacturer and retailer must recog- 
nize their responsibility to see that customers are fully 
supported with product and service. The term “com- 
puter literate’ is more than a catch phrase. Successful 
computer marketers must be prepared to cater to the 
ever-increasing knowledge that many customers will 
possess on the one hand, yet, on the other hand, still 
support the less sophisticated customers entering the 
market daily. 

Our industry has coined the phrase “‘personal elec- 
tronics” to cover that exciting and interesting range of 
products that resulted from integrated circuit technol- 
agy. The first mass-market product from this technology 
was calculators and their evolution is a dramatic demon- 
stration of our industry's ability. The first units were too 
large and too expensive. Now we see units as smail as a 
credit card and at irresistible prices. Some derive their 
energy from solar power instead of batteries. There is an 
extraordinary assortment of scientifics, portables with 
printers and more. Electronic watches are bought by 
the millions each year. Another advanced technology 
product in our line features a watch/calculator with a 
memory that stores 40 telephone numbers on an alpha/ 
numeric scrolling display. 

Technology is riding high with the introduction of an 
auto-ranging LCD multitester, a radar detector with 
GaAs Schottky diode circuitry, video sound processors, 
wireless PA systems, a pocket telephone dialer with 84- 





number memory and an emergency/security auto-dialer. 
And, of course, there will be a steady flow of fascinating 
electronic toys and games. The technology of the ‘80s 
will provide an outstanding selection of new and excit- 
ing, relatively low-cost products. 

Home robots have found their way into the con- 
sumer market. There is no clear definition of what they 
can do for you and remain ciassified as ‘adult toys.” 
The home robot as your personal maid or butler or as a 
usetul household appliance still appears to be in the 
distant future. 

The “electronic hobbyist” of oid seems to be re- 
turning to his or her former habits of seeking out new 
and interesting devices “‘for tinkering’: Voice synthe- 
sizer and timer ICs, printed circuit boards and accesso- 
ries, our Science Fair® educational units, and similar 
products, are showing increased sales and traffic. This 
same do-it-yourself hobbyist is also installing security 
devices such as smoke detectors, perimeter and motion 
detectors, and other home and auto alarms and protec- 
tion devices. Security is a small but continuing area of 
the consumer electronics industry that has never met 


the projections of most marketers. 
A continuing major consumer growth area is teie- 


communications. The citizens band (CB) market ap- 
pears to be poised to resume a stable pattern. The 
extreme decline in sales may be coming to an end and 
CB could once again become a small but signficant part 
of consumer electronics. Although sales are increasing, 
the pocket pager has not become a truly viable con- 
sumer product. The experience and relationships that 
we have obtained will aid us in our introduction of cellu- 





Business executives will like the advanced features and static- 
free performance of Radio Shack’s Cellular Radio Telephone. 








lar radio in selected markets this fall. Cellular radio won 
the acceptance of the Federal Communications Com- 
mission (FCC) and this technology will lead the industry 
into a new era—one that will change the way 
businesses and individuals communicate. 

The residentiai telephone equipment and accessory 
market is huge and dynamic. The market has finally 
materialized as people have now become fully aware of 
the savings available by owning — instead of renting — 
their telephones, answerers, dialers, amplifiers and a 
variety of convenient accessories. An interesting ad- 
vanced technology product is an answering device that 
responds to spoken commands. Voice synthesized, it 
asks questions and responds —all by remote control 
without a separate remote control unit. The consumer 
quickly recognized the convenience of cordless tele- 
phones and, with the newly allocated frequencies, we 
can look forward to increased utility and popularity of 
these phones. A shirt pocket cordless phone will be 
available as another advanced technology product in our 
line. The flow of advanced and interesting technology is 
dramatically illustrated in our new low-cost, multi-line 
home/office telephone system for up to four lines and 
ten extensions. Plug-in installation now brings sophisti- 
cated business system features into any home or office 
at a breakthrough low price. 

Affordable full-feature electronic systems for busi- 
ness are now available at considerably lower prices from 
telephone centers such as ours rather than from the 
local telephone companies. Businesses have found it 
more economical to buy or lease our systems, which 
include installation and service, than to continue to rent. 
The business interconnect industry is on the threshold 
of a significant increase in volume if it is capable of 
providing leasing, installation and service. With our early 
start in the telephone business and our leadership in 
retail residential sales, we have positioned ourselves as 
the retail leader in all aspects of telecommunications. 

The products of the consumer electronics industry 
will continue to play an essential role in how people 
educate, communicate, do business and entertain 
themselves. Radio Shack will continue to market our 
own product line, sold and serviced through our own 
distribution system via our own marketing plan, to the 
nearly one-third of all U.S. households who have shown 
that they appreciate our pricing, selection and service. 
These valued customers will enable us to remain the 
leading retailer of consumer electronics. 





The Radio Shack Store System 

Streamlining Radio Shack’s distribution system 
was a priority this year. We started with the Radio Shack 
Store Operating system (S.0.S.) that links retail operat- 
ing units, home office accounting and warehouse opera- 
tions. Hard-disk capacity was added to each store's 
TRS-80® Model 4 Computer in order to increase its 
functional capabilities. Retail units can now submit — via 
computer —all daily reports, payroil data, physical in- 
ventory counts and special spot inventory checks — in 
addition to ordering replenishment merchandise from 
Regionai, Computer and Fort Worth’s Smalli-Parts ware- 
houses. One special feature of the 5.0.8. inventory 
ordering system is its ability to recap all ad merchandise 
orders and then allocate “‘hot"’ items so that every store 
receives an appropriate share. The S.O.S. also provides 


New Automated Warehouse System 


Computer-controlled order transmissions 
directly to six regional end-product ware- 
houses, a computer product warehouse 
and the ‘’parts & pieces’’ distribution cen- 
ter in Fort Worth called for improved effi- 
ciency in warehouse handling. The 
small-parts warehouse required the most 
extensive overhaul. Orders at this facility 
are now picked on a conveyor from three 
lines. Cartons move down the line to an 
automatic sorting system controlled by a 
Tandy 2000 computer. Store labels are 
printed in bar code and placed on cartons 
as they are filled. A laser scanner reads the 
label and routes cartons to a pre-assigned 
sorting line where the order is assembled. 
The order is then released to a waiting 
truck. Carton counts and weights are 
compiled automatically. The laser even 
prepares the shipping manifest thus 
eliminating steps previously performed 
manually. This system is a giant step in 
automation and a sizable increase in pro- 
ductivity has been realized. 





in-store inventory control reports and acts as an elec- 
tronic, message-receiving center for home office corre- 
spondence. Field management has the added 
capability—with Model 4s in district and regional 
offices —of receiving daily sales computations, as well 
as other data transmitted from home office-based 
computers. 

Opening new retail stores has been a tradition at 
Radio Shack. We opened 84 (net of closings) regular 
full-line stores during fiscal 1984. We also added 93 
Radio Shack Plus Computer Centers to new or existing 
stores. Projected fiscal 1965 openings will include 125 
full-line stores and a minimum of 150 Plus Computer 
Center units that will be placed in new or existing stores. 
Careful scrutiny of existing store leases at expiration is a 
major portion of our role in store planning. With about 
300 leases expiring in 1985, we will closely monitor 
these units prior to renewal. Often, retail units located in 
deteriorating areas are relocated at lease expiration 
time. 

The major project slated for fiscal 1985 in our retail 
outlets will be a complete re-merchandising and depart- 
mentalization program. Prior to the Christmas season, 
every Radio Shack store will undergo changes designed 
to both aesthetically improve and functionally modify 
the interior sales floor space. The product mix has 
changed dramatically over the past ten years. Where 
tables, bins and racks once adequately displayed our 
wares, now special computer displays and functional 
telecommunications walls will be added to properly 
showcase products for the ‘80s. Departmentalization of 
important product areas, such as computers, video, 
telecommunications, security and audio, will be empha- 
sized in the new sales floor layout. A “‘Plan-O-Gram"' for 
displays will be established to highlight advertised 
items. Point-of-purchase advertising also will be re- 
vamped to fit the new scheme. 


Specialty Centers for Computers and 
Telephones 

Fiscal 1984 was a challenge for our Computer Cen- 
ters as the number of computer brands and retailers 
coming into and going out of the business accelerated. 
Despite confusion in the marketplace, 1984 continued 
to reflect profitable growth for our computer specialty 
chain with the successful opening of 93 new Radio 





shack Fius Computer Center stores and 28 new full- 
service Radio Shack Camputer Centers in the United 
States. This brought our total U.S. Computer Center 
count to 1,125, and to 1,420 worldwide. 

As the market matures, it seers clear that our 
concept of offering the broadest selection of state-of- 
the-art products, backed by unmatched support, is 
more viable than ever before. 

As our line expands, the need for superior training 
of personnel has been met by the expansion of our 
training department in Fort Worth. Today, a new Com- 


puter Marketing Representative receives more than 90 


hours of formal classroom instruction within the first 90 
days of employment as weil as continuing on-the-job 
training. 

After-the-sale technical support remains a big part 
of our Computer Center marketing success. In a year 
when most of the industry experienced serious profit 
pressures and cut or eliminated many post-sale support 
functions, we have actually added dedicated Customer 
Service Representatives nationwide. We also beefed-up 
our centralized Customer Service group to allow easier 
access to our central units to resolve even the most 
complex computer installations. 

Today we have 275 computer and/or business 
product service centers nationwide staffed by more 
than 1,200 tecnnicians to offer both in-shop and on-site 

















The Realistic® CD-1000 Compact Disc Digital Audio Player. 








maintenance. 

Fiscal 1984 aiso has been important for our newest 
chain —the Radio Shack Telephone Centers. With 25 
stores now open and growing, we are ready to play an 
increasing role in this business with the planned opening 
of 55 new stores in the first quarter of fiscal 1985. 

Additional products are also being made available. 
Telephone systems that serve the business requiring 
less than fifty telephones will continue to be our product 
offering along with self-installed, multi-line systems for 
the home and/or office. 

A majority of the new Telephone Centers will be 
opening either physically within or adjacent to one of our 
existing Computer Centers. The marriage of full-service 
Computer Centers/Telephone Centers is a strong bond 
in that the depth of product knowledge required, the 
quality of marketing personnel and the spectrum of ser- 
vice, installation and support for the serious user is very 
similar. 

Business products in both Computer Centers and 
Telephone Centers are an important part of future 
growth and the Company is exceptionally wel! posi- 
tioned to take advantage of this opportunity. And, with 
the continued growth and strength of our company- 
owned and controlled retail chain, support organization 
and installed maintenance network, the future of these 
stores looks encouraging. 

















Customer Service 


To better serve the special needs of 
major computer and telephone customers, 
Radio Shack is establishing Business Prod- 
uct Service Centers in important metropoli- 
tan areas. Forty-one such centers will be in 
operation by September 1984. Computer 
field service, mobile cellular and business 
key telephone system installation and ser- 
vice will be concentrated at these centers 
Company-owned vans will shuttle com- 
puter equipment to and from the neighbor- 
ing Radio Shack Computer Centers. 
Twenty-four hour repair turnaround time 
will be the goal through the Computer Cen- 

n ate repairs, carry-in service 
“while-u-wait” will be available. On-site 
and in-shop computer maintenance agree- 
ments round out the program, resulting in 

nsive, affordable service aimed at the 
tiiakvoes user. 

An additional 234 company-owned 
service centers strategically located 
throughout the continental United States, 
Hawaii and Puerto Rico will continue to 
provide our well-known reliable, conven- 
ient service through Radio Shack stores 
nationwide. 








Computers in Education 

The 1983-84 school year has seen sharply in- 
creased competition in the education market for micra- 
computers. Several of our competitors have sought 
either to establish a foothold in the schools or to increase 
their share of thts growing business through substantial 
discounting and outright computer giveaways to 
schools on an unprecedented scale. 

Nevertheless, through this period of heightened 
competition, our educational sales have continued to 


grow and to represent a substantial portion of our total 
computer business. In fact, our Education Division's 
Professional Marketing group has maintained our 
strongest growth in educational sales among the several 
hundred iargest public school districts and university 
campuses —a group that represents a disproportion- 
ately large amount of spending for computers and that 
has been the target of our strongest competition. 

We continue to be a major developer and publisher 
of courseware and related materials for classroom use. 
During fiscal 1984 our list of classroom software prod- 
ucts exceeded one hundred twenty-five titles. Numer- 
ous additional titles are scheduled for completion during 
fiscal 1985. These in-house courseware development 
efforts, as well as our Educational Publisher Support 
Program, continue to pay off in increased availability of 
educational software for schools, In January 1984, a 
report published by an independent educational re- 
search group found more software available for the 
TRS-80 Model I, IV and Color Computer than for any 
other brand. 

Our commitment to education continues not only 
with the development of courseware, but also with our 
continuing support of teacher training in more than 430 
Radio Shack Computer Centers. During fiscal 1984 we 
passed the 400,000 mark in tuition-free attendance by 
teachers at Basic Computer Literacy classes and Educa- 
tors’ Workshops. And our educational grants program 
continues to support dozens of noteworthy computer- 
related testing, research and development projects 
across the country. 

The 1985 fiscal year promises to be an exciting one 
as the Education Division continues to add to our grow- 
ing line of educational software and hardware for ciass- 
room use, a5 we continue te expand our educational 
marketing program and as we continue to surround our 
TRS-80 product line with the best service and support in 
the industry. 


Special Marketing of Computers 

Special markets for our Tandy computer products 
continued to grow this past fiscal year and still represent 
@ major potential growth market for the Company in the 
near future. 

Our special markets opportunity can best be 
described and understood by dividing this section of our 





business into two very broad but defined segments of 
the microcomputer market. 

The first, and unquestionably one of the largest 
potential growth areas for the market in general, is the 
sale and installation of desktop computers to major cor- 
porations and large federal government agencies. The 
major sales effort into this volume-user market is 
through marketing personnel assigned to Radio Shack 
Computer Centers with the direct supervision and ac- 
count management of our District Managers of Business 
Products. This field sales organization is supported by 
our National Account Sales Management and Federal 
Contract Administration group in Fort Worth, as well as 
our National Account Technical Support group which is 
a part of Customer Services. 

Good business relationships are enjoyed with more 
than 500 major corporations which have active volume- 
purchase agreements for Radio Shack computer prod- 
ucts. This, as well as the successful renewal of our GSA 
contract purchase agreement with the federal govern- 
ment, offers promise for large potential growth in this 
volume end-user marketplace in fiscal 1985. 

The second special market is the Value Added Re- 
sale Program. It is designed for the sale of Tandy com- 
puter products to a select group of vertical market 
software houses. These special customers then repack- 
age this software with the specific purpose of reselling 
Tandy products in a turn-key bundled system configura- 
tion into specific vertical markets that we feel a retail 
distribution system cannot adequately address. 

Because of the breadth of our product line and the 
strength of our service, Tandy offers a unique program 
for the Value Added Resaler. This market segment is one 
that we believe represents profitable arowth. 

Tandy Home Education Systems Division 
(T.H.E.S.) began sales efforts this past July. This new 
marketing service features in-home demonstrations of 
special computer hardware and software packages. 
T.H.E.S. was created in response to our research indica- 
ting that a large number of people would like to own a 
complete, easy-to-use computer system accessible to 
both parents and children. However, lack of experience 
with computers has caused many families to hesitate 
making the initial computer purchase. T.H.E.S. provides 
the opportunity for the entire family to participate in the 
evaluation and selection process within the home 
environment. 





This new division, which is based in Qak Brook, 
Illinois, initially consists of 13 markets. The first cities in 
this phased rollout are Fort Worth/Dallas, Atlanta, Balti- 
more, Charlotte, Raleigh, Chicago, Philadelphia, Den- 
ver, Tampa, Phoenix, Washington D.C., San Diego and 
the New York City area, consisting of Staten Island and 
the suburban counties of Westchester, Rockland, Or- 
ange, Nassau, and Suffolk plus the New Jersey counties 
of Bergen, Union, Passaic and Essex. T.H.E.S. begins 
with an initial sales force of approximately 300, with a 
complete national rollout within three years to encom- 
pass all major metropolitan areas. 
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The Radio Shack® 84-Number Pocket Phone Dialer. Just spell out 
the person's name and it dials tha number automatically. 
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Research and Development 

Two major design centers with more 
than 300 employees supply our plants with 
innovative and competitive products: 
Tandy Systems Design in Fort Worth and 
Tandy Electronics Japan in Tokyo. 

Tandy Systems Design is engaged pri- 
marily in computer hardware and software 
development. Recent accomplishments in- 
clude the development of the Tandy 2000, 
Model 4P, Model 16 Scripsit® and an out- 
ones series of interactive accounting 

ackages for the Model 4. 

Tandy Electronics Japan supports our 
plants in Korea and Taiwan. These plants 
supply us with more than one hundred 
items. 

in addition to continuing development 
in our traditional product lines from the ori- 
ental plants, this year has seen increasing 
emphasis on computer development and 
more of our Color Computer line has 
moved to TCE Korea. 

In addition to our design centers, each 
ses has some sala development and 

Recognizing that tertnctoay is availa- 
bie in many countries, we have established 
a small R&D facility in Taipei, Taiwan to 
develop video monitors and other video 
products. 

This year also saw the establishment 
of Tandy Electronics Design in Fort Worth. 
While similar to Systems Design, this group 
will concentrate its efforts in the more tra- 
ditional Radio Shack line of products. 











The International Marketplace 

Tandy‘s international retailing and buying opera- 
tions were divided into two groups during the year to 
heighten management attention to these worldwide ac- 
tivities. Our eastern hemisphere activities, called Tandy 


Trading Intemationai, include retailing in Australia and 
Japan as well as A&A International Trading Company 
which provides sourcing, vendor relations and quality 
inspection throughout the Orient. Our western hemi- 
sphere activities, callad Tandy International Electronics, 
include retailing in Canada, the United Kingdom, Bel- 
gium, France, Holland, Germany and export sales to 
other European countries. 

While currency fluctuations, and in some cases 
weak domestic economies, made sales and gross mar- 
gin comparisons negative, progress was made in 
strengthening internal expense controls. In essentially 
every Country, programs were instituted to accelerate 
sales growth rates. In Germany, to improve parfor- 
mance, the “Cologne Plan” is underway. This includes 
newly designed store displays, increased personnel 
training, special in-store weekly promotions and more 
frequent advertising. In the United Kingdom, the re- 
modeling and remerchandising of stores is underway to 
match the highly competitive nature of chain retailing in 
that country. In Canada, satellite television systems are 
being introduced for the first time. 








The Radio Shack® ET-415 Cordiess Telephone. Its folding handset 
will fit in a shirt pocket. 





in general, saies to our dealer organization are being 
pushed throughout the world. The dealer group should 
increase by 100 stores during the coming year. Full-line 
retail store growth will be limited to about 45 to 50 
outside the United States. 

The Tandy 2000 computer currently being intro- 
duced around the world is expected to be popular be- 
cause of the availability of MS-DOS software. While our 
product line outside the United States tends to be 
shorter in all categories, a special effort is being made to 
broaden the line during fiscal 1985. Longer term, our 
international retail operations should provide the oppor- 
tunity for accelerated growth in sales and earnings. 

Our A & A International Trading Company contin- 
ues to provide outstanding support for our retail and 
manufacturing divisions. From major offices in Japan, 
Hong Kong, Korea, Taiwan and Fort Worth, it provides 
complete import, export and quality control services. 
This assures us of products that are a good value in 
quality and price. 


Product Development and Manufacturing 

Tandy’s manufacturing capabilities allow it to 
adapt quickly to change. We own 28 factories in the 
United States, Asia and Canada and participate in three 
manufacturing joint ventures. 





Realistic Mach-Two™ Liquid-Cooled Speakers. Ferrofluid draws _ 
heat away from tweeter and midrange voice coils to prevent 
distortion. 








This year, we expanded our disk drive technical 
capabilities in a joint venture with Tandon Corporation at 
Texas Peripherals. In addition, relocating Texas Periph- 
erals to Fort Worth for fiscal year 1985 will provide us a 
rapid, hands-on response to advanced technical 
changes for improving performance and cost. 

Tandy Home Computers, through the installation of 
in-circurt logic analyzers and dynamic logic board burn-in 
equipment, expanded its manufacturing capabilities to 
meet increased demand for computers. And during the 
year, an additional two-inch, high-speed extrusion Jine 
and cabling equipment were added at Tandy Wire, 
which expanded telephone wire and computer interface 
cable capacity. 

This year, a separate operating division, Tandy 
Marketing Companies, was established. The companies 
included in this division basically sell products outside 
the Radio Shack distribution system. 

Since acquisition, Memtek Products, which sells 
consumer products under the Memtek and Memorex 
trade names, has invested approximately $11,000,000 
to expand manufacturing, R&D facilities and ware- 
houses in the United States. A highly automated video 
cassette manufacturing process was added at the 
Tandy/Bell & Howell joint venture facility. Several new 
Memorex branded products, such as batteries and video 
accessories, have been introduced this year. 

O'Sullivan Industries is considered one of the larg- 
est manufacturers of ready-to-assemble electronic cabi- 
netry in the United States. At the present time it is 
increasing its warehouse by 144,000 square feet and its 
manufacturing area by 59,000 square feet. This will 
give O'Sullivan more than 20 acres under one roof. And 
a $3,600,000 addition in production equipment is in- 
creasing capacity by 35 percent. 

Lika, acquired in 1980, is an industry leader in 
manufacturing conventional and multilayer printed cir- 
cult boards. Lika also is a primary supplier to more than 
50 major manufacturers of electronic equipment in the 
computer, telecommunications, automotive and office 
machine industries. Lika achieved record levels of sales 
and profits during 1984. The addition of a new facility in 
Azle, Texas (Lika Southwest) and a 72,000 square foot 
manufacturing plant in Stockton, California assure con- 
tinued market leadership. 


*MS-DOS and Multiplan are registered trademarks of Microsoft 


Corp. 
*Lotus 1-2-3 is a registered trademark of Lotus Development 
Corp. 
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Review of Operations 
and Financial Information 


Report of Independent Accountants 


To the Board of Directors and 
Stockholders of Tandy Corporation 


In our opinion, the consolidated balance sheets and 
the related consolidated statements of income, of 
stockholders’ equity and of changes in financial position 
appearing on pages 16 to 47 present fairly the financial 
position of Tandy Corporation and its subsidiaries at 
June 30, 1984 and 1983, and the results of their opera- 





tions and the changes in their financial position for each 
of the three years in the period ended June 30,1984, in 
conformity with generally accepted accounting princi- 
ples consistently applied. Our examinations of these 
statements were made in accordance with generally 
accepted auditing standards and accordingly included 
such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances. We have also previously examined, in 
accordance with generally accepted auditing standards, 
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Consolidated Statements of Income 
Tandy Corporation and Subsidiaries 


In thousands, except per share amounts. Per share amounts restated for two-for- 


one stock splits in May 1981, December 1980, June 1978 and December 1975. 


Net sales 
Other income 


| 


Costs and expenses: 
Cost of products sold 
Selling, general and administrative, net of amounts 


allocated to spun-off operations in fiscal 1976 and prior. . 


Depreciation and amortization 
Interest expense, net of interest income and interest 


allocated to spun-off operations in fiscal 1976 and prior. . 


Income from continuing operations 

before income taxes 
Provision for income taxes 
Income from continuing operations 
Loss from discontinued operations, net of income taxes 
Net income before income from operations spun off 
Income from operations spun off, net of income taxes 


Net income 


Income (loss) per average common share and 
common share equivalent: 

Continuing operations 

Discontinued operations 

Spun-off operations 


Net income 


Average common shares and common share 
equivalents outstanding 


ee | 


rr 


i ee | 


 ,  D 
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1984 1983 1982 
= $2,736,986 $2,475,188 $2,032,555 
<2 47,493 38,109 28,657 
2,784,479 2,513,297 2,061,212 
= 1,184,531 1,008,187 826,842 
1,014,827 930,244 780,378 
oe 46,079 33,079 29,437 
4,363 8,905 1,168 
2,249,800 1,986,015 1,637,825 
= 534,679 627,282 423,387 
— 252,808 248,761 1:99;302 
a4 281,871 278,521 224,085 
281,871 218,521 224,085 
os $ 281,871 $ 278,521 $ 224,085 
= $2.75 $2.67 22:17 
a $2.75 $2.67 $2.17 
5 102,328 104,335 103,395 


The Review of Operations and Financial Information, pages 76 to 47, is an integral part of these statements. 
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30, 1981, appearing on pages 16 and 42, 1s fairly stated 
in all material respects in relation to the consolidated 
financial statements for each of those years. 


bros SeteLe 


Fort Worth, Texas 
August 16,1984 


the consolidated balance sheets as of June 30, 1975 
through 1982 and the related consolidated statements 
of income, of stockholders’ equity and of changes in 
financial position for the years ended June 30, 1975 
through 1981 and, in our previously issued reports, we 
expressed unqualified opinions on those consolidated 
financial statements. In our opinion, the information set 
forth in the accompanying condensed consolidated 
statements of income and of changes in financial posi- 
tion for each of the seven years in the period ended June 
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Year Ended June 30, 














198 1 1980 1979 1978 1977 1976 1975 
$1,691,373 $1,384,637 $1,215,483 $1,059,324 $949,267 $/41,722 $528,286 
15,697 11,360 11,403 5,629 3,763 2,649 3,963 
1,707,070 1,395,997 1,226,886 1,064,953 953,030 744,371 532,249 
701,777 594,841 535,549 491,509 434,031 331,400 249,006 
645,934 546,325 484,249 403,173 350,878 2/0,308 204,107 
23,288 19,110 1 13,879 11,140 8,034 7,392 
15,454 25,063 23,466 30,260 15,192 7,282 14,044 
1,386,453 1,185,339 1,065,385 938,821 811,241 617,024 474,549 
320,617 210,658 161,501 126,132 141,789 Tag ae 57,700 
151,015 98,423 78,272 59,986 69,970 63,066 29,078 
169,602 112,235 83,229 66,146 71,819 64,281 20,022 
— = _— = (2777) — (1,820) 
169,602 112,235 83,229 66,146 69,042 64,281 26,802 
en! SS ee eo ee __ 3,243 __ 7,794 
$ 169,602 > 114,235 83,229 66,146 69,042 S$ 67,524 $ 34,596 
$1.65 $1.12 S .81 S$ .69 $ ,54 S ,44 S az2J 
= — = = (02) _ (01) 
= — — — — O02 .O5 
$1.65 $1.12 $ .81 $ .69 $ .52 § .46 S$ .24 
102,578 103,644 106,004 96,136 132,336 144,824 145,408 
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Net Sales 


Tandy Corporation’s consolidated sales increased 
11% in fiscal 1984—an increase of $261,798,000 
from the prior year’s sales. For the five years ended June 
30, 1984, sales have grown at a rate of 19%. Year-to- 
year sales gains of 22%, 20%, 22% and 14% were 
recorded in 1983, 1982, 1981 and 1980. Tandy Corpo- 
ration has recorded sales gains in excess of 10% for 
each of the ten years ended June 30, 1984. 

The Company’s sales volume has grown during 
recent years through expansion of the store system, 
increases in sales of old stores, growth of new product 
categories and development of the international opera- 
tions. The acquisition of O'Sullivan industries added 
approximately $79,000,000 in sales to the 1984 con- 
solidated sales. O'Sullivan is a manufacturer/wholesaler 
of consumer electronic stands, racks, desks and acces- 
sories. Because the effective date of this purchase was 
August 31, 1983 but the transaction was not closed 
until December 30, 1983, O’Sullivan’s operations from 





September 1, 1983 have been included in the Compa- 
ny’s financial statements since the second quarter of 
the fiscal year. Although this acquisition was not mate- 
rial to the consolidated financial statements, its effects 
on some financial ratios and accounts are described in 
this Review of Operations and Financial Information. 
Tandy/Radio Shack’s retail outlets are primarily lo- 
cated in the United States, Canada, Europe and Pacific/ 
Asia. Net retail outlet openings during fiscal 1984 
totaled 150, of which 149 were company-owned 
stores. Two hundred sixty company-owned stores were 
added in fiscal 1983 compared to 372 in 1982, 388 in 
1981 and 306 in 1980. The Company's initial plans for 
openings of outlets during fiscal 1984, particularly in the 
United States, were greater than the number actually 
opened; but unsettled real estate market conditions and 
a slower level of major shopping mall construction 
acitivity prompted a reduction in the rate of new store 
openings. Seven company-owned stores were opened 
in Canada and 11 were opened in Europe. There was 


1 a OO ————— 














Retail Outlets June 30. 
1984 1983 1982 1981 1980 
Radio Shack-U.S. 
Company-owned .............. 4,717 4,584 4,398 4,132 3,881 
Dealer/franchise ............... 2,064 2,010 1,983 2,046 2,074 
6,781 6,594 6,381 6,178 5,955 
International Operations 
Canada 
Company-owned ...........45. 460 453 442 424 403 
Dealer/franchise ............... 391 __ 384 364 386 _ 381 
851 _ 837 806 810 _ 784 
Europe 
Company-owned .............. 549 538 491 416 319 
Dealer/franchisé ............... __ 303 242 234 212 178 
_ 852 _810 725 628 _497 
Pacific/Asia 
Campany-owned .............. 202 204 188 175 156 
Dealer/franchise ............... 170 _ 216 226 206 193 
_372 _420 414 381 __349 
Other International Outlets .......... 162 207 192 164 130 
9,018 8,868 8,518 8,161 LJ1s5 
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Consolidated Monthly Sales 


(Unaudited) 

In thousands. 1984 

OW. «6 2.2m 2.6 dee @ $ 179,659 6.6% $ 165,467 
August ......... 206,720 7.5 
September ...... 197,050 7.2 
October ........ 224,007 8.2 
November ...... 259,194 9.5 
December ...... 415,065 15.1 
January ........ 223,883 8.2 
February ....... 210,014 7.7 
March ......... 222,233 8.1 
Apri} oo. 22.208. 196,660 7.2 
MAY c< 3 4s4e<eb0 200,195 7.3 
UE, oe § a Gab es 202,306 7.4 








sales by quarter: 





September ...... 21.3% 
December ...... 32.8 
March ......... 24.0 
June .......... 21.9 
100.0% 





178,481 
173,163 
189,324 
21S ,1 OZ 
375,049 
200,785 
181,696 
207,379 
196,773 
189,685 
203,604 


$2,736,986 100.0% $2,475,188 100.0% $2,032,555 


Year Ended June 30, 
1983 


1982 1981 1980 
6.7% 131,671 $ 100,802 $ 88,240 
72 147,773 117,008 101,268 
7.0 145,577 117,055 101,461 
7.6 159,456 128,631 104,018 
3.6 176,227 151,811 133,918 

15.2 302,586 253,854 209,728 
3.1 160,458 140,567 112,275 
7.3 146,949 125,596 104,624 
8.4 163,200 142,182 108,133 
8.0 154,991 137,793 105,179 
i 168,464 135,802 105,919 
8.2 175,203 140,272 109,874 

$1,691,373 $1,384,637 

20.9% 21.0% 19.8% 21.0% 

31.4 31.4 31.6 32.3 

23.8 23.1 24.1 23.5 

23.9 24.5 24.5 23.2 

100.0% 100.0% 100.0% 100.0% 








actually a reduction in the number of company-owned 
stores in the Pacific/Asia region. The economic condi- 
tions in many countries and the strength of the U.S. 
dollar have been such that growth in the international 
store system has been slowed in recent years. Manage- 
ment and support systems are in place in Europe and 
Australia, and store expansion opportunities will be 
monitored so that expansion efforts can be renewed 
when local conditions permit. 

Fifty-four net dealer/franchise outlets were opened 
in 1984 in the United States, seven in Canada and 31 in 
Europe. The number of dealer/franchise locations in 
Pacific/Asia was reduced by 46. Also, the network of 
international dealers, which is operated by Radio Shack- 
U.S. and serves countries that do not have company- 
owned stores, was reduced by 45 outlets in fiscal 1984. 
Many of the countries served by our international dealer 
network, primarily in Latin America, set restrictions on 
the types and dollar amount of products these dealers 
may import. If the dealers are unable to meet the Com- 


pany’s minimum purchase requirements, they are no 
longer considered active dealers and are excluded from 
the total of retail outlets. 

As shown in the chart above, fandy’s business Is 
relatively stable throughout the year. The December 
quarter has historically been the peak selling season; but 
in recent years some of the additions to the product line, 
such as computers and telephone systems, have been 
less seasonal than the traditional lines because they are 
sold to businesses, schools and governmental agencies 
as well as to individuals. 

The average monthly sales increase for Radio 
Shack-U.S. stores in existence more than one year was 
6% in fiscal 1984 compared to 12% in fiscal 1983 and 
10% for fiscal 1982. Old store sales increased 11% in 
1981 and 6% in 1980. 

The 1984 sales to U.S. dealers and franchisees 
were $176,284,000 in 1984, a 9% decline from the 
1983 sales of $193,581,000. Several factors were 
major contributors to the decline. Export sales were 








Worldwide Warehouse Shipments 
(Unaudited) 


Class of Products 1984 
Radios, phonographs and televisions ...... 8.6% 
Citizens band radios, walkie-talkies, 

scanners and public address systems ... 5.5 
Audio equipment, tape recorders 

and related accessories ............. 17.8 
Electronic parts, batteries, test 

equipment and related items ......... 13.7 
Toys, antennas, security devices, 

timers and calculators .............. 11.9 
Telephones and intercoms .............. 8.9 
Microcomputers, software and 

peripheral equipment ............... 33.6 

100.0% 





Year Ended June 30, 


1983 1982 1981 1980 
8.6% 9.4% 11.6% 12.1% 
4.9 6.0 6.8 9.3 
18.2 21.5 25.4 29.5 
13.2 13.9 14.5 15.8 
125 12.0 14.1 12.6 
8.0 6.5 5.8 5.6 
34.6 30.7 21.8 15.1 
100.0% 100.0% 100.0% 100.0% 








significantly reduced to Mexico and other Latin Amert- 
can countries because of unstable currencies and eco- 
nomic conditions and the governmental import 
restrictions discussed on page 19. Also, in July 1983 
the Company purchased its principal Hawalian franchise 
consisting of eight stores. The 1983 dealer/franchise 
sales represented a 14% increase from the 1982 sales 
of $169,431,000. In 1982 a 30% increase was re- 
corded from the 1981 sales of $130,141,000. Average 
annual purchases by U.S. dealers were $73,000 in 
1984 compared to $81,300 in 1983 and $72,400 in 
1982. The decline in 1984 was due primarily to a few 
dealers that reduced or curtailed mail order and other 
extraordinary marketing activities of computers. In 
1974 average dealer purchases were only $15,500, but 
these purchases grew to $53,800 by 1981. 
Enhancement of the traditional merchandise line 
through technological advancements plus the introduc- 
tion of new products such as telephones, answering 
devices, security equipment and the TRS-80 line of 
microcomputers have provided a basis for the Compa- 
ny’s sales growth even during difficult economic times. 
The accompanying chart illustrates the Company’s mer- 
chandising flexibility. This table is based on shipments 
from the warehouses to the Company'’s retail outlets at 
suggested retail prices. lt does not reflect markdowns or 
discounts as a result of special promotions. This table 
excludes shipments of the Companys manufacturing 
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operations that sell outside the Company's retail distri- 
bution system. 

Outside sales, primarily through Memtek, O’Sul- 
livan and Lika, were $250,644,000 in fiscal 1984. In 
fiscal 1983 and 1982 these sales totaled 
$154,091,000 and $60,532,000, respectively. 

Every class of products showed absolute dollar 
gains from 1983 to 1984. The strongest gains in dollars 
were posted by telephones and intercoms, computers 
and the electronic parts, batteries, test equipment and 
related items classification. The largest percentages of 
dollar growth were in telephones and intercoms; the 
citizens band radios, walkie-talkies, scanners and public 
address systems category and the electronics parts 
classification. Although the computer category contin- 
ued to be one of the largest growth categories in dollars, 
the year-to-year rate of growth of this category fell. This 
slowdown in the growth rate of computer shipments 
reflects the price reductions in this product category, 
delays in product introductions and supply problems 
caused by semiconductor shortages as well as the 
strong competition the Company faced in the computer 
marketplace during fiscal 1984. The deregulation of the 
telephone marketplace and the Company’s openings of 
Telephone Centers during fiscal 1984 contributed to the 
growth of the telephone category. Video and cable ac- 
cessories continued to grow in fiscal 1984. 

Management believes that one of the Company’s 





strengths ts its ability to adapt its product line quickly to 
include new product offerings to meet the wants of the 
consumer electronics customer. The chart of worldwide 
warehouse shipments illustrates how the product line 
and sales emphasis are modified from year-to-year to 
accommodate the changes in the consumer electronics 
marketplace. Some items not in the product line five 
years ago have gained important positions in the Com- 
pany's marketing plan. These products have more than 
compensated for the decline in sales of other products. 


The warehouse shipments of microcomputers, 
software, peripheral equipment and accessories were 
approximately 34% of 1984's total warehouse ship- 
ments, but showed only a 3% year-to-year increase in 
dollars. Increased competition, price reductions, delays 
IN product introductions and supply problems created by 
semiconductor shortages adversely affected the 
growth of the computer shipments in 1984. The follow- 
ing chart gives a perspective on the composition of 
these computer and computer-related shipments. 


Year Ended June 30, 


(Unaudited) 1984 1983 1982 
Model II//4......... 25.8% 28.1% 27.2% 
Model II/12/16/2000 19.4 21.4 25.7 
Color computers .... 10.3 9.8 iz 
Portable/pocket 

computers ...... 6.0 2 | 225 
Printers .......... 17.0 16.5 16.7 
Software ......... 8.6 9.2 8.5 
CINE? sas ooo ween we 12.9 11.9 Tee 


100.0% 100.0% 100.0% 


ee 





Other Income 

Income arising from the Company’s normal busi- 
ness operations that is not appropriately classified as 
sales of products is included in other income. Contract 
and repair service income and lease income, primarily 
from computers, are now the largest items included in 
this classification. Computer training program fees, rent 
income, dealer fees, equity earnings from joint ventures 
and other miscellaneous revenues are also included in 
this caption. The year-to-year increases In other income 
for fiscal 1984 of $9,384,000 and fiscal 1983 of 
$9,452,000 resulted primarily from growth in computer 
contract and repair service income and fees from com- 








puter training courses. Most of the growth in other 
income between fiscal 1980 and 1982 was related to 
computer contract and repair service income and com- 
puter lease income. 


GROSS PROFIT PERCENTAGES 





Gross Profit and Cost of Products Sold 


Gross profit as a percent of sales declined in fiscal 
1984 to 56.7%. This percentage had remained steady 
at 59.3% in fiscal 1983 and 1982 after four years of 
increases in gross margins. Price competition in the 
Company's product categories affects the gross margin 
the Company is able to realize. The strength and direc- 
tion of this competition varies from year to year, but in 
fiscal 1984 the price competition in the computer mar- 
ketplace was particularly strong. The decline in the 
gross margins of the Radio Shack-U.S. retail operations 
and the manufacturing units can be attributed mostly to 
this strong price competition in computers. The interna- 
tional retail operations showed mixed results in gross 
margins. A slight improvement was shown in the Cana- 
dian gross profit percentage, but another year of de- 
clines in gross profit percentages were recorded by the 
European and Pacific/Asian operations. Another factor 
in the decrease of the fiscal 1984 gross profit margin 
was the acquisition of O’Sullivan Industries, a 
manufacturer/wholesaler, which has a lower gross mar- 
gin than the Company’s retail operations. 

The gross profit percentage for fiscal 1983 was the 
same as the 1982 percentage— 59.3%. The Radio 
Shack-U.S. operations showed an increase in gross 
margins in fiscal 1983, but this increase was offset by a 
decline in the North American manufacturing profit 
margins and declines in the international retail gross 
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margins. Also, the acquisition of Memtek Products in 
late fiscal 1982 had a negative impact on the compari- 
son of the 1982-83 gross profit percentages. This man- 
ufacturer and wholesaler of audio and video tape 
products, while complementing the Company’s retail 
operations, has a lower gross margin similar to that of 
O’Sullivan. 

The gross profit percentage increased from 57.0% 
in 1980 to 59.3% in fiscal 1982 for several reasons. 
Factors that favorably influenced this trend were the 
increases tn the dollar volume of self-manufactured 
products and the increases in manufacturing profits, 
particularly in computer lines. Expanded production 
combined with technological advancements in produc- 
tion and product design boosted the North American 
manufacturing profit margin significantly in this period. 
Several offsetting factors prevented gross margins from 
reaching even higher levels. Although Radio Shack- 
Canada’s gross margins improved from 1981 to 1982, 
the gross profit percentages for the European and 
Pacific/Asian retail operations deciined during these 
years for two primary reasons. The strength of the U.S. 
dollar increased merchandise costs, particularly in the 
European operations. Also, general market conditions, 
competition and legal restrictions in certain countries 
prevented the Company from raising prices sufficiently 
to maintain gross Margins. 


SELLING, GENERAL AND ADMINISTRATIVE EXPENSES AS 
A PERCENT OF SALES 





Selling, General and Administrative Expenses 


Selling, general and administrative expenses de- 
clined from 37.6% of fiscal 1983's sales to 37.1% in 
fiscal 1984. However, these expenses would have been 
37.8% in 1984 if the operations of O’Sullivan, since its 
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acquisition, had not been included in the Statement of 
Income. O'Sullivan is a manufacturer/wholesaler and 
this type of business typically has lower selling ex- 
penses than the Company’s predominant retail opera- 
tions. During the five years ended June 30, 1984, the 
percentage increase in selling, general and administra- 
tive expenses has always been less than the percentage 
increase in sales except for fiscal 1982 when the year- 
to-year increases were almost the same. The 1984 level 
of 37.1% is the lowest percentage of selling, general 
and administrative expenses to sales since fiscal 1977. 
Even with the exclusion of O’Sullivan, the 1984 per- 
centage is the second lowest selling, general and admin- 
istrative expense as a percentage of sales recorded 
since fiscal 1977. 


PAYROLL EXPENSE AS A PERCENT OF SALES 


16.8 16.9 


Payroll, the largest category in the selling, general and 
administrative expenses, was 15.6% of sales in fiscal 
1984. Without the effect of the O'Sullivan acquisition, 
this percentage would have been 16.0% of sales — the 
same as the 1983 percentage. This 16.0% level is the 
lowest percentage of payroll expenses to sales since the 
16.2% recorded in fiscal 1978. The dollar amount of 
payroll increased 8.0% to $426,571,000 in fiscal 1984 
from $395,135,000 in fiscal 1983 and $339,559,000 
in 1982. Payroll costs for 1981 were $286,494,000 
compared to $232,569,000 in 1980. Manufacturing 
payroll costs included in cost of products sold were 
$89,703,000 in 1984, $71,892,000 in 1983, 
$53,105,000 in 1982, $42,128,000 in 1981 and 
$32,958,000 in 1980. The growth of the manufactur- 
ing payroll is related to the acquisition of O’Sullivan in 
fiscal 1984 and Memtek Products in the latter part of 





fiscal 1982 as well as the increases in self- 
manufacturing which are discussed on pages 44 and 
45. Approximately 26% of the more than 34,000 peo- 
ple employed by Tandy Corporation are involved in the 
manufacturing operations. 


ADVERTISING EXPENSE AS A PERCENT OF SALES 





uh 
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Advertising expense for newspapers, television, 
radio and other media, including catalog preparation and 
distribution costs, was $221,496,000 in 1984, an 
11.2% increase over the $199,128,000 spent on ad- 
vertising in 1983. Advertising costs in fiscal 1983 were 
23.8% higher than the $160,905,000 spent in fiscal 
1982. During 1984 and 1983, the percentage increases 
in advertising expense exceeded the sales increases. 
Sales gains for each of the three years prior to 1983 
exceeded the incremental percentage growth in adver- 
tising expenditures for those years. Heavy competition, 
particularly in the computer marketplace, prompted 
management to increase the level of advertising expen- 
ditures during fiscal 1984 and 1983 to achieve sales 
gains. Fiscal 1982 sales gains of 20% were achieved 
with a 17% increase in advertising expenditures while 
fiscal 1981 and 1980 advertising expenditures in- 
creased only 11% and 9% but produced sales gains of 
22% and 14%. Because sales grew faster than adver- 
tising expenses during the three years ended June 30, 
1982, advertising expense as a percentage of sales 
declined from 9.0% in 1980 to 7.9% in 1982. With the 
increases in advertising expenses exceeding the sales 
gains in fiscal 1984 and 1983, the percentage of adver- 
tising expense to sales increased to 8.0% in 1983 and 
then to 8.1% in 1984. The 1984 percentage would 
have been still higher at 8.3% if O’Sullivan’s operations 
were not included. Advertising costs were 
$137,722,000 in 1981 and $124,138,000 in 1980. 
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Salaries and other overhead expenses are not included 
in advertising expense. 


RENT EXPENSE AS A PERCENT OF SALES 


Rent expense as a percent of sales declined slightly 
in 1984 to 4.2% from 4.3% in 1983 and the 4.4% level 
of the three-year period ended June 30, 1982. How- 
ever, the 1984 percentage would have remained at 
1983's 4.3% level if O’Sullivan’s operations had not 
been included. The expansion of the Company’s opera- 
tions, particularly the retail store system, and escala- 
tions in base rents for old stores as the lease agreements 
expire have increased the dollar amount of rent expense. 
The average base rent per square foot for U.S. stores 
opened in fiscal 1984 was $9.88 compared to $9.38 in 
fiscal 1983. The base rent for stores opened in 1982 
was $9.43. The overall average base rent per square 
foot for all U.S. stores was $6.73 in fiscal 1984, $6.34 
in fiscal 1983 and $5.77 in fiscal 1982. 

As shown on the next page, the Company leases 
rather than owns most of its retail facilities. Retail space 
is generally leased because the store locations are pri- 
marily in major shopping malls or shopping centers that 
are owned by ather companies. The Company owns a 
twin-tower office complex in Fort Worth, Texas. More 
than half of the leasable office space in this complex is 
occupied by the Company. There are 12 major ware- 
house locations. Eight of these are in the United States. 
Canada, Great Britain, Belgium and Australia also have 
warehouses. Manufacturing operations are located in 
five different countries — 24 in the United States and 
one each in Canada, Japan, Korea and Taiwan. The 
three joint ventures in which the Company participates 
are not included in the square footage devoted to manu- 
facturing shown on page 24. 
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Rent Expense 


In thousands. 1984 

Minimum rents ..........-...808- $110,095 
Contingent rents ..............0.., 7,295 
Sublease rents ..............-00. (2,448) 
Total rent expense ............... $114,942 





Year Ended June 30, 


1983 1982 1981 1980 
$101,886 $86,003 $71,057 $59,600 
7,046 5,470 4,452 3,674 
(1,962) (1,741) (1,652) (1,783) 
$106,970 $89,732 $73,857 $61,491 





The total space owned and leased by the Company 
at June 30, 1984 was as follows: 


Approximate Square Feet 





In thousands. Owned Leased Total 
Retail .......... 571 13,032 13,603 
Warehouse and 

office. ...... 2,685 2,277 4,962 
Manufacturing 

Operations ... 1,887 1,072 2,959 
1Otdl oa«cacasden 5,143 16,381 21,524 























The retail store leases are the most significant por- 
tion of rent expense and are generally for 10 years, some 
having renewal options. These leases are normally 
based on a minimum rental plus a percentage of the 
store’s sales in excess of a stipulated base figure. The 
Company also leases offices, warehouses, land and 
equipment. 

Minimum rent commitments at June 30, 1984 for 
all long-term noncancellable leases (net of immaterial 
amounts of sublease rent income) were: 


In thousands. 


190: 624 ane 6 oeu ae eeeaw ead wee eee eax $ 90,502 
W966 26 ee Sa eee dens 4h eee sa 83,399 
TOG! aoc d44n2 bak bo oe eee oboe 74,759 
1960 od obs oe aces baageesen he ceda wen 65,062 
WOO 55442 6 deed Bos Bee ee oa-Fe 57,774 
1990 and thereafter ................. 181,632 


Capital leases, as defined by the Financial Account- 
ing Standards Board’s Statement No. 13, were not ma- 
terial at June 30, 1984. The Company’s operations are 
basically structured in a manner that precludes the need 
for financing or capital leases. 

Taxes, other than income taxes, were $50,030,000 
in 1984 compared to $43,431,000 in 1983, 
$37,135,000 in 1982, $29,078,000 in 1981 and 
$22,530,000 in 1980. Payroll taxes and property taxes 
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account for more than 80% of this expense category. 


Stock purchase and savings plans are offered by the 
Company for its employees. These plans are designed to 
provide the Company's employees a consistent invest- 
ment program to provide for their retirement and an 
opportunity to participate in the growth of the Com- 
pany. The Company’s contributions to these plans were 
$21,043,000 in 1984, $19,004,000 in 1983, 
$13,323,000 in 1982, $11,565,000 in 1981 and 
$9,091,000 in 1980. 

Effective July 1, 1982 the Tandy Employees In- 
vestment Plan was replaced by the Tandy Employees 
Deferred Salary and Investment Plan. The significant 
change between these plans is the taxability of the 
employee's contribution to the plan. Under the old plan, 
the employee’s contribution was considered taxable in- 
come to the employee. The first 5% contribution under 
the new plan is considered deferred compensation and 
is not taxed to the employee as long as it is kept in the 
plan. The employee investment plan is available to most 
employees who have been employed two years. An 
employee who elects to join the plan can contribute 
either 5% or 10% of annual compensation. The Com- 
pany matches 80% of the employee's first 5% contribu- 
tion. The Company’s contributions are fully vested upon 
payment to the trustee. Administrative committees ap- 
pointed by the Company’s Board of Directors invest the 
plans’ assets. A substantial majority of the plans’ assets 
are invested in Tandy Corporation securities. 

The Company also has a stock purchase program 
available to most employees. Each participant may con- 
tribute 1% to 10% of annual compensation. The Com- 
pany matches 40%, 60% or 80% of the employee’s 
contribution depending on the length of the employee's 
participation in the program. The Company periodically 
purchases treasury stock on the open market and then 
sells the number of shares required by the program each 
month at a price equal to the average of the daily closing 
prices for that month. The stock purchased by each 


participant is distributed annually after the close of the 
program's year, December 31. In the event treasury 
shares are not available, authorized but unissued shares 
can be used. However, to date the Company has always 
funded the program with open market purchases and it 
is the present intention of management to continue this 
procedure. 

The expense categories discussed account for 
more than 80% of the total selling, general and adminis- 
trative expenses for the five years ended June 30, 
1984. Other selling, general and administrative ex- 
penses were $180,745,000 in fiscal 1984, 
$166,576,000 in 1983, $139,724,000 in 1982, 
$107,218,000 in 1981 and $96,506,000 in 1980. The 
Company’s growth and inflation have contributed to the 
year-to-year increases in these other costs. Postage, 
office supplies, reproduction expenses, utilities, tele- 
phone costs, insurance and other items are included in 
these amounts. Foreign currency transaction gains or 
losses for fiscal 1984, 1983 and 1982 are discussed 
under International and Domestic Operations. 


Depreciation and Amortization 

Depreciation and amortization expense for fiscal 
1984 was $46,079,000, an increase of $7,400,000 
from the 1983 depreciation and amortization of 
$38,679,000. Depreciation was 1.7% of sales for 
1984 compared to 1.6% of sales tn 1983 and 1.4% in 
each of the three years ended June 30, 1982. Two 
reasons for the increases in depreciation as a percentage 
of sales for fiscal 1984 and 1983 were the acquisitions 
of O'Sullivan Industries in fiscal 1984 and Memtek Prod- 
ucts in the latter part of fiscal 1982. The dollar amount 
of depreciation has more than doubled since 1980 be- 


cause the retail store system, manufacturing plants and 
distribution facilities have been expanded or remodeled 
to meet the Company’s growth. Fixed asset accounting 
policies are described on page 38. Capital expenditures 
by operating areas, including a three-year analysis of 
additions, retirements and sales of property and equip- 
ment, are discussed on pages 44 through 47. 


Net Interest Expense 


Net interest expense declined from $8,905,000 in 
1983 to $4,363,000 in 1984. As shown in the accom- 
panying chart, the $3,861,000 increase in interest ex- 
pense for fiscal 1984 was offset by an $8,403,000 
increase in interest income. 

During the fourth quarter of fiscal 1984, the Com- 
pany purchased 10,000,000 shares of its stock through 
a cash tender offer. This transaction affected both inter- 
est income and interest expense because this stock was 
purchased with $150,000,000 of the Company’s cash 
and $205,000,000 of long-term borrowings. There will 
be an even greater effect on net interest expense in 
fiscal 1985. The details of these new long-term borrow- 
ings are described on page 40. 

As shown in the accompanying schedule, the total 
of other interest expense and interest on foreign indebt- 
edness increased slightly. Average short-term debt, do- 
mestic and foreign, declined to $44,300,000 in fiscal 
1984 from $48,700,000 in 1983. Also, the weighted 
average interest rate for these borrowings declined to 
10.8% in fiscal 1984 from 11.8% in 1983. However, 
other interest expense for 1984 also includes imputed 
interest related to the O’Sullivan purchase between the 
effective date of the purchase and the closing of the 
transaction. During fiscal 1982, 1981 and 1980, the 





Components of Interest Expense 


Year Ended June 30, 


In thousands. 1984 1983 1982 1981 1980 
10% debentures due 1991 .............. $ 9,808 $ 9,808 $ 9,808 $ 9,808 $ 9,807 
10% debentures due 1994 .........,..,... 3,556 3,516 3,481 3,450 3,424 
61/2% convertible debentures ............. — — — — 6,499 
Borrowings related to tender offer .......... 3,048 — — — — 
Foreign indebtedness .............2.0-55 4,417 4,714 6,066 4,204 3,285 
OMe wo okmaecaewe eh acetenescsaeaudaws 7,076 6,006 2,759 5,171 4,382 
27,905 24,044 22.114 22,633 27,397 
Less interest income .............-.00¢- 23,542 15,139 20,946 7,179 2,334 
$ 4,363 $ 8,905 $§ 1,168 $15,454 $25,063 
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averages of short-term debt were approximately 
$39,100,000, $57,900,000 and $46,600,000. The 
weighted average interest rates for these borrowings 
were 15.8% in 1982, 13.3% in 1981 and 13.1% in 
1980. The conversion of the 61/2% convertible subor- 
dinated debentures in the first quarter of fiscal 1981 
significantly reduced interest expense between fiscal 
1980 and 1981. Under the terms of the indenture, no 
interest was paid on any debentures converted into 
common stock even though they were outstanding dur- 
ing part of the first quarter. Substantially all of the de- 
benture holders elected to convert their debentures into 
stock. 

The Company’s cash and short-term investment 
position increased during fiscal 1984 and 1983— 
averaging $263,000,000 for the twelve months ended 
June 30, 1984 and $188,000,000 for fiscal 1983. 


However, the major expenditures of cash to purchase 
stock and O'Sullivan Industries reduced the average 
funds invested during the latter part of fiscal 1984. In 
fiscal 1982 the average of cash and short-term invest- 
ments was $155,000,000. The Company's cash posi- 
tion fluctuates significantly because of seasonal cash 
requirements and sales. Purchases of inventory for the 
Christmas selling season uses much of the cash flow 
during the early part of the fiscal year while the heavy 
influx of cash from Christmas sales adds to the available 
cash. Interest rates for fiscal 1984 and the last half of 
fiscal 1983 were fairly comparable. The decline in inter- 
est rates during fiscal 1983 reduced interest income 
despite the year-to-year increase in average funds in- 
vested. The combination of rising interest rates and 
more funds invested caused interest income to grow 
during the three years ended June 30, 1982. 





Income Tax Expense 


In thousands. 1984 
Current 

Federal... 0... ee $203,034 

SIdLe 22 fate ediceaceedsause et 20,623 

POIGION 4 44he5eheebbmeack ae aaa 23,065 
Deferred 246,722 

Federal... .........0 002 eee 6,422 

POICION Gotust teens eek beweaus (336) 

__ 6,086 

Total income tax expense ........... $252,808 
Statutory vs. Effective Tax 
In thousands. 1984 
Components of pretax income: 
United States ...........-.-0.000. $481,272 
FOIIGN: 64 ucadave berevad ah es ee wns 53,407 
Income before income taxes ........ 534,679 
Statutory tax rate .............08., x 46% 
Federal income tax at statutory rate ... $245,952 
Investment tax credit.............. (5,743) 
State and provincial income taxes, 

less federal income tax benefit 13,349 
Other, net .. 2.000220... ....0000- (750) 
Total income tax expense .......... $252,808 
Effective tax rate ................. 47.3% 
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Year Ended June 30, 


1983 1982 1981 1980 
$200,492 $159,007 $122,678 $ 84,992 
19,051 15,981 10,568 6,552 
25,007 21,604 15,882 9,996 
244,550 196,592 _149,128 = _ 101,540 
3,118 3,879 2,318 (1,223) 
1,093 (1,169) (431) (1,894) 
4,211 2,710 1,887 (3,117) 
$248,761 $199,302 $151,015 $ 98,423 


Year Ended June 30, 


1983 1982 1981 1980 
$474,776 $367,970 $285,089 $183,342 
52,506 55,417 35,528 27,316 
527,282 423,387 320,617 210,658 
x 46% x 46% x 46% x 46% 
$242,550 $194,758 $147,484 $ 96,903 
(5,494) (5.310) (2,992) (1,499) 
12,075 10,177 6,970 4,418 
(370) (323) (447) (1,399) 
$248,761 $199, 302 $151,015 $ 98,423 
47.2% 47.1% 47.1% 46.7% 


Provision for Income Taxes 


The Company provides for income taxes on all 
items included in the consolidated statements of income 
regardless of the period when such items are reported 
for tax purposes. The Company uses the ‘‘flow- 
through” method for investment tax credits for all items 
except certain leveraged leases. Under the “‘flow- 
through” method, income taxes are reduced jn the year 
an asset Is placed in service by the amount of the invest- 
ment credit. Generally accepted accounting principles 
require that the investment tax credit on a leveraged 
lease be recognized over the life of the lease. The do- 
mestic and foreign components of pretax income and 
the differences between the effective tax rate and the 
statutory rate are detailed in the accompanying charts. 

Certain provisions of the income tax laws and regu- 
lations result in Some income and expense items being 
recorded in one period for financial accounting purposes 
and in another period for income tax purposes. Such 
items, which are included in the provision for income 
taxes as deferred taxes, relate primarily to differences 
between tax and book depreciation, income from install- 
ment sales and provisions for future losses; changes in 
intercompany profits in ending inventories not elimina- 
ted for tax purposes; taxes provided on net undistribu- 
ted earnings of certain foreign subsidiaries not currently 
taxable in the United States; and unrealized gains or 
losses on foreign currency translation. The tax effect of 
each of these timing differences was less than 5% of 
the amount computed by multiplying pretax income for 
the year by the statutory tax rate. Deferred taxes and 
investment tax credits related to computer installment 
sales have increased as these sales have increased. 


Net Income and Earnings Per Share 


For the five years ended June 30, 1984, net income 
has increased at a rate of 30%, calculated by the least 
squares method. The five-year growth rate of net in- 
come per share was 29%. Net income increased 1% 
from fiscal 1983 to 1984. There was a 24% increase in 
net income from fiscal 1982 to 1983 and a 32% in- 
crease from 1981 to 1982. 

Per share amounts are based on the weighted aver- 
age shares of common stock and common stock equiva- 
lents outstanding during the year. The purchase and 
retirement of 10,000,000 shares of stock through a 
tender offer in the fourth quarter of fiscal 1984 reduced 
the number of shares outstanding and had a favorable 





effect on the fourth quarter’s per share calculation. 
Because this purchase was not made until the fourth 
quarter, there will be a greater effect on the weighted 
average shares outstanding in fiscal 1985 than tnere 
was on the fiscal 1984 average shares outstanding. In 
addition, open market purchases in fiscal 1984 of 
2,785,000 shares wil! also affect the 1985 weighted 
average of shares outstanding. Treasury stock pur- 
chases in fiscal 1980 and 1979 also favorably affected 
the per share calculations in those years. The convert- 
ible debentures issued in October 1978 were consid- 
ered common stock equivalents for calculating earnings 
per share during the time they were outstanding. Vari- 
ous transactions from 1975 to 1978 reduced the num- 
ber of shares outstanding. The per share amounts 
reflect two-for-one stock splits in December and May of 
fiscal 1981 and two-for-one stock splits in fiscal 1978 
and 1976. 

Historically the Company has not paid cash divi- 
dends. The Board of Directors periodically reviews the 
dividend policy. No change is contemplated at this time. 


International and Domestic Operations 


Sales to unaffiliated customers by operations out- 
side the United States were 14.3% of 1984’s consoli- 
dated sales, or $392,459,000 in U.S. dollars. In 1983 
the non-U.S. sales were $386,337,000 or 15.6% of 
total sales. Non-U.S. sales for 1982 totaled 
$348,015,000 and represented 17.1% of the consoli- 
dated sales. 

During fiscal 1982 the Financial Accounting Stan- 
dards Board issued Statement No. 52, Foreign Currency 
Transiation. The Company adopted this statement dur- 
ing the third quarter of fiscal 1982. Under this standard, 
most of the effects of translation rate changes related to 
net assets located outside the United States, previously 
included in income, are now recorded in a separate 
account in stockholders’ equity. Foreign currency trans- 
lation adjustments included in stockholders’ equity were 
$5,375,000 net of deferred taxes of $9,758,000 in 
fiscal 1984 and $3,980,000 net of deferred taxes of 
$3,390,000 in fiscal 1983. In fiscal 1982 these foreign 
currency translation adjustments totaled $6,835,000 
net of $1,789,000 in deferred taxes. Only net gains or 
losses from foreign currency transactions are included in 
selling, general and administrative expenses. There 
were net gains of $665,000 in fiscal 1984 compared to 
net losses of $590,000 in 1983 and $3,216,000 in 





1982. Balance sheet accounts are translated from for- 
eign currencies into U.S. dollars at year-end exchange 
rates while income and expenses are translated at the 
weighted average exchange rates for the year. The fi- 
nancial statements for the first six months of fiscal 1982 
were restated to conform to the provisions of FAS No. 
52. This restatement increased net income for the six 
months ended December 31, 1981 by $5,887,000. 
Financial statements of the foreign operations for prior 
years have not been restated because operating deci- 
sions in those prior years were based upon the rules of 
FAS No. 8 and restatement is not required by FAS No. 
52. 

Canadian sales gains for fiscal 1984 were 7.9% in 
Canadian dollars and 7.1% in U.S. dollars. In fiscal 1983 
the Canadian dollar increase in sales was 19.1% while 
the increase in U.S. dollars was 16.8%. Fiscal 1982 
Canadian sales increased 12.1% in Canadian dollars 
and 9.7% in U.S. dollars. Sales increases were greater In 
Canadian dollars than in U.S. dollars because the Cana- 
dian dollar dropped in value relative to the U.S. dollar 
during these years. The Canadian operations of Memtek 
Products, acquired in January 1983, are included in the 
1984 and 1983 Canadian results. 

European sales and operating results have contin- 
ued to be adversely affected by the strength of the U.S. 
dollar against European currencies, general market con- 
ditions, competition and legal restrictions on price in- 
creases in certain countries. The strong dollar and price 
controls have eroded gross margins, particularly on the 
Continent where gross margins are down from fiscal 
1983. The European operations of Memtek Products, 
which were acquired in fiscal 1983, are included in the 
Operations by Geographic Area for 1984 and 1983. The 
European operations for 1984 showed sales gains in 
local currencies of 4.0%, but after translation into U.S. 
dollars these gains resulted in a decrease in sales of 
4.0%. The European operations showed operating 
losses in both local currencies and U.S. currencies for 
fiscal 1984 and 1983. Transaction losses for fiscal 
1984 and 1983 included in the European operating 
losses were $1,521,000 and $1,304,000. The fiscal 
1982 operating profits for Europe included more than 
$2,000,000 in transaction losses. 

Retail operations in Australia, included in the 
Pacific/Asia operations, have also been affected by a 
devaluation of the Australian dollar. Sales gains of 5.1% 
in Australian dollars were recorded in fiscal 1984 while 
these same sales in U.S. dollars showed no gain be- 
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cause of the strength of the U.S. dollar. Sales gains of 
27.1% in Australian dollars were recorded in fiscal 
1983. After translation into U.S. dollars these gains 
were reduced to 8.5%. In fiscal 1982 the fluctuation of 
the currencies did not have as significant an impact on 
the translation of the sales from Australian to U.S. dol- 
lars as it did in 1983. Gains of 29.8% translated into 
24.3% gains in U.S. dollars. The effect of the strong 
dollar on gross profits caused the Australian operating 
profits to decline in fiscal 1984 after an increase be- 
tween 1982 and 1983. The Australian retail operations 
posted a moderate decline in operating profits between 
1981 and 1982. 

The Company has manufacturing and purchasing 
Operations in several Asian countries. Manufacturing 
operations are located in Japan, Korea and Taiwan. A&A 
International, a U.S. subsidiary of the Company, pur- 
chases approximately 42% of the products in the 1985 
Radio Shack-U.S. catalog as well as some parts used in 
the Company's manufacturing operations. A&A has af- 
fillates in Hong Kong, Japan, Taiwan and Korea. Trans- 
fers between geographic areas shown on the 
Operations by Geographic Area table are essentially tn- 
tercompany transfers of goods out of the Asian region. 
The domestic and foreign manufacturing operations 
transfer goods to A&A International in the United States 
or to A&A’s affiliates in the Orient. Also, A&A’s affiliates 
purchase goods from outside suppliers to transfer to 
A&A International. A&A then transfers these products 
to Radio Shack, Tandy International Electronics and the 
Pacific/Asian retail operations. 

Tandy Corporation’s line of business is consumer 
electronics retailing. The Company's consolidated fi- 
nancial statements include the accounts of the Com- 
pany and its wholly owned subsidiaries. All significant 
intercompany transactions and balances have been 
eliminated. The Company’‘s primary domestic opera- 
tions are Radio Shack, A&A International and the do- 
mestic manufacturing operations. 

The Company obtains merchandise from a large 
number of suppliers, not one of which accounted for 
more than 10% of the cost of goods sold in fiscal 1984. 
Alternative sources of supply exist for all of the mer- 
chandise purchased by the Company. However, a short- 
age of semiconductors during fiscal 1984 caused some 
delays in receiving merchandise and also affected pro- 
duction schedules at some of the Company’s manufac- 
turing Operations. 








Operations by Geographic Area 


Tandy Corporation and 


Subsidiaries United Pacific/ Elimina- Consoli- 
In thousands. States Canada Europe Asia tions dated 
1984 
Sales to unaffillated customers .... $2,344,527 $200,396 $125,592 $ 66,471 $ — $2,736,986 
Transfers between 

geographic areas ........... 62,138 — 278 434,323 (496,739) - 
Total revenue ...........-..00. $2,406,665 $200,396 $125,870 $500,794 $(496,739) $2,736,986 
Operating profit (loss) .......... $ 500,704 $ 32,300 $ (14,487) $ 22,966 $ 2,628 $ 544,111 
General corporate expenses ...... (5,069) 
Interest expense, net ........... (4,363) 
Imcome before taxes ........... $ 534,679 
Identifiable assets-June 30,1984 .. $1,180,556 $ 86,472 $ 87,882 $111,035 $ (18,371) $1,447,574 
Corporate assets .............. 204,870 
Total assets at June 30,1984 ..... $1,652,444 
1983 
Sales to unaffiliated customers .... $2,088,851 $187,129 $130,856 $ 68,352 $ — $2,475,188 
Transfers between 

geographic areas ........... 75,936 5 91 398,300 (474,332) = 
Total revenue ...........0200, $2,164,787 $187,134 $130,947 $466,652 $(474,332) $2,475,188 
Operating profit (loss) .......... $ 498,340 $ 26,349 $ (8,212) $ 26624 $ (1,012) $ 542,089 
General corporate expenses ...... (5,902) 
interest expense, net ........... (8,905) 
Income before taxeS ........... $ 527,282 
Identifiable assets-June 30,1983 .. $ 966,305 $ 79,671 $100,792 $ 96,098 $ (20,999) $1,221,867 
Corporate assets .............. 360,041 
Total assets at June 30,1983 ..... $1,581,908 
1982 
Sales to unaffiliated customers .... $1,684,540 $160,198 $117,816 $ 70,001 §$ = $2,032,555 
Transfers between 

geographic areas ........... 87,349 a 65 347,269 (434,683) — 
Total revenue ............006. $1,771,889 $160,198 $117,881 $417,270 $(434,683) $2,032,555 
Operating profit ............... $ 398,917 $ 22,657 $ 2,313 $ 19,218 $ (11,100) $ 432,005 
General corporate expenses ...... (7,450) 
Interest expense, net ........... (1,168) 
Income before taxeS ........... $§ 423,387 
Identifiable assets-June 30,1982 .. $ 764,119 $ 66,693 $ 88,631 $ 98,982 $ (19,987) $ 998,438 
Corporate assetS .............. 229,206 
Total assets at June 30,1982 ..... $1,227,644 


Note: Operating profit (loss) represents all revenues of the geographic segment less all operating expenses attributable to that segment. The 
operating profits or losses of a geographic location exclude corporate expenses, net interest expense and income taxes. Transfers between 
geographic areas are generally recorded at market price. 
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Income Statement Adjusted for Changing Prices 


(Unaudited) 


Tandy Corporation and Subsidiaries 
In thousands. 


Costs and expenses: 


Cost of products sold. .... 0.0... 00.00... 000 eee 
Selling, general and administrative ............... 
Depreciation and amortization ...............-.. 
Interest expense, net of interest income ........... 


Income before income taxes .............00 000 e 
Provision for income taxes ............0 000 pv ees 


Net income .....0..0. 00.0000 ee ee eee 
Net income per average common share ........... 


Stockholders’ equity at yearend .........,-...... 





Year Ended June 30, 1984 
As Reported Adjusted for 














(Historical Specific Prices 

Costs} (Current Costs) 
ee ee ee $2,736,986 $7,736,986 
in Gh he et eae 47,493 47,493 
2,784,479 2,/84,479 
Se eae ae 1,184,531 1,197,216 
ee ee LO B27 1,014,827 
ce ee thease 46,079 65,467 
ee er 4,363 4,363 
2,249,800 2,201,873 
eae ee ae 534,679 502,606 
oa oN a pea 257,808 252,808 
sab eae a ee $ 281,871 S$ 249,798 
(eae eeees $2.75 $2.44 


$ 988,696 $1,094,161 


At June 30,1984, the current cost of inventory was $907,861,000 (historical amount — $910,530,000) and the current cost of property and 
equipment, net of accumulated depreciation, was $416,131,000 (historical amount — $288,854, 000}. 





Inflation Information (Unaudited) 


Statement of Financial Accounting Standards No. 
33, Financial Reporting and Changing Prices, requires 
disclosure of certain supplementary information con- 
cerning the impact of inflation on the Company's pri- 
mary financial statements which are prepared under the 
concept of historical cost. FAS No. 33 requires disclo- 
sure of selected data under two sets of assumptions — 
current cost and constant dollars. 

Current cost disclosures require adjustment of in- 
ventories, property and equipment, cost of products 
sold and depreciation expense. This method ts based on 
the assumption that the Company would replace its 
entire inventory and facilities with identical assets at 
fiscal year end. The computation of current cost infor- 
mation was made using internally and externally genera- 
ted indices using methods similar to those in the primary 
financial statements. 

In December 1982 the Financial Accounting Stan- 


dards Board issued FAS No. 70, Financial Reporting and 
Changing Prices: Foreign Currency Translation. This 
Statement conforms FAS No. 33 to FAS No. 52, Foreign 
Currency Translation, which was adopted by the Com- 
pany during fiscal 1982. In addition, FAS No. 70 ex- 
empted companies that measure a significant part of 
their foreign operations in one or more functional curren- 
cies other than the U.S. dollar from the constant dollar 
requirements of FAS No. 33. Considering the signifi- 
cance of the Company’s foreign operations that are 
measured in local functional currencies, constant dollar 
disclosures are not presented for the current or prior 
periods with the exception of certain data contained in 
the Selected Supplemental Financial Data. 

The effects of inflation on current cost data is based 
upon the Consumer Price Index-All Urban Users (CP{-U} 
for domestic and foreign operations. The current cost 
foreign translation effects are net of the same amount of 
deferred income taxes, $9,758,000, as in the primary 
financial statements. 





Selected Supplemental Financial Data 


(Unaudited) 
Tandy Corporation and Subsidiaries 


Net sales: 
As reported 
Adjusted for general inflation 

Net income: 
As reported 
Adjusted for specific price 

___ changes 

Net income per average common 


share and common share equivalent: 


As reported 
Adjusted for specific price 
changes 
Excess of increase in specific prices 


over increase in general price level ... 


Purchasing power gain from holding net 


monetary liabilities during the year .. 


Foreign currency translation effects, 
net of income taxes 
Net assets at year end: 
As reported 
Adjusted for specific price 
changes 
Total assets (as reported) 


Total long-term liabilities (as reported) ... 
Cash dividends per common share .... . 


Market price per common 
share at year end: 

Historical 

Adjusted for general inflation 


Average consumer price index 


| 


ee | 


ee) 


ss = se eR RP Fe 


1984 


$2,736,986 
$2,736,986 


$ 281,871 


$ 249,798 


$2.75 


$2.44 


$ 10,624 


$ 5,578 


$  {16,090) 


$ 988,696 


$1,094,161 
$1,652,444 
$ 388,362 

NONE 


$26.00 
$25.51 


304.9 


Year Ended June 30, 


1983 
$2,475,188 
$2,566,082 
> 2/8;521 
$ 261,412 

$2.67 
$2.51 
> 12,518 
$ 1,203 
$ (6,770) 
$1,120,872 
$1,253,635 
$1,581,908 
$ 174,937 
NONE 
$50.75 
$51.97 
294.1 


1982 
$2,032,555 
$2,198,389 
$ 224,085 
$ 216,972 

$2.17 
22.10 
$ (5,190) 
$ 8,997 
$ (25,755) 
$ 812,677 
$ 950,971 
$1,227,644 
$ 182,099 
NONE 
$27.75 
$29.12 
281.9 


1981 
$1,691,373 
$1,988,048 
$ 169,602 
$ 157,648 

$1.65 
$1.54 
$ (36,793) 
$ 25,108 
$ 571,863 
$ 730,460 

936,545 

$ 160,902 
NONE 
$30.88 
$34.70 
259.4 





1980 
$1,384,637 
$1,815,029 
$ 112,235 
$ 108,070 

$1.12 
$1.08 
$ (61,031) 
$ 57,237 
> 205,125 
$ 444,030 
$ 710,298 
$ 258,456 
NONE 
$10.38 
$12.77 
232.6 


in thousands, except per share and index amounts. Per share amounts restated for two-for-one stock splits in May 1981, December 1980 and 


June 1980, Amounts adjusted for general inflation and specific price changes are in average 1984 dollars. 














As required by FAS No. 33, current cost net income 
is before holding gains or losses. The holding gains 
experienced by the Company the last five years are a 
result of having a net monetary liability position during 
an inflationary period. These gains have been affected 
by the slowing of the inflation rate as measured by the 
CPI-U. The increase in the average CPI-U for fiscal 1984 
was 3.7% compared to 4.3% in 1983, 8.7% in 1982, 


11.5% in 1981 and 13.4% in 1980. 

Adjusted pre-tax earnings under the current cost 
method were below that reported in the primary finan- 
cial statements. Since FAS No. 33 does not provide for 
restatement of income taxes, the effective tax rate un- 
der the current cost method was 50.3% compared to 
47.3% in the primary financial statements. 
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Quarterly Data 
(Unaudited) 


Tandy Corporation and Subsidiaries 
In thousands, except per share amounts. 


Costs and expenses: 

COSt OF PrOdUCIS S010 5 vdeo eS beeen eh Gddew oe SRDS 
Selling, general and administrative .........0..0. 0000. eee eee 
Depreciation and amortization ..........0 00.02.00. cee eee 
Interest expense, net of interest income ................2008 


Income before income taxes .........0..0.0 00008 eee ee en ns 
Provision for income taxes .......... 0000. epee ee et ne 


NEU INGOME ¢ és e-5 so a ob.5.8 2X Hh ho es SA CE BS he & S 
Net income per average common share ................204- 


Average common shares outstanding ..............500-0005. 





September 30, 


1983 


$583,429 
9,255 


592,684 


239,805 
229,172 
10,927 
428 


479,/32 


112,902 


aye Frege: 
$ 59,639 


<i 
ao 
~~] 


104,667 





September 30, 


1982 


$517,111 
8,/82 


n25,803 


205,820 
209,044 
8,998 


1,669 
425,531 


100,362 


46,668 
$ 53,694 


ata 
on) 
ho 


| 


104,034 





The super-quiet Radio Shack® CGP-220 Color Ink-Jet Printer produces clear seven-color graphics. ; 











December 31, 


1983 


$898,266 
pre iess: 


909,849 


400,415 
300,884 
12,456 
4,350 
718,105 
191,744 
90,503 
$101,241 


$.98 


103,793 


December 31, 


1982 
27765,159 


7,999 
786,154 


324,218 
272,943 
9,544 
5,651 


612,356 


173,798 


80,816 
7 92,962 


> 
OO 
<a) 


104,286 


Quarter Ended 


March 31, 
1984 


$656,130 
13,075 


669,205 


285,975 
254,334 
12,402 
(1,984) 
850,727 
118,478 
55,922 

$ 62,556 


4 
a) 
© 


103,987 


March 31, 
1983 


$589,860 
S,013 
O9G,373 


246,445 
232,960 
10,210 
1,496 
491,111 
107,262 


49,877 


2 Os ,o00 


tir 
on 
ol 


| 


104,432 


June 30, 
1984 


$599,161 


13,560 
612,741 


256,336 
230,437 
10,894 
1,569 


501,236 


(le ree Gl 


53,070 
$ 58,435 


$.60 


—— 
ee 


96,823 


June 30, 
1983 


$590,062 





Radio Shack® System 404. 





The first low-priced four-line, ten-extension phone system for home or office. 


Consolidated Balance Sheets 





Tandy Corporation and Subsidiaries June 30, 
In thousands. 1984 1983 
Assets 
Current assets: 
Cash and short-term investmentS ...........0 0.00000 c eee eee ee ees $ 154,655 $ 279,743 
Accounts and notes receivable, less allowance for doubtful accounts ..... 122,910 107,530 
IAVEALONES « os ooede6 eo nate Ghedu Ge een ed whee eee hE Se Se ee oe 910,530 844,097 
Other current assets (2... 00. ee ee ee ee 40,456 31,928 
Total current assets .. 20... ee ees 1,228,551 1,263,298 
Property and equipment, at cost: 
Consumer electronics operations, net of accumulated depreciation ....... 227,701 194,004 
Tandy Center, net of accumulated depreciation ...............022085 61,153 63,616 
288,854 257,620 
Other assets, net of accumulated amortization ............. 0000002 eee 135,039 50,990 
$1,652,444 $1,581,908 


The Review of Operations and Financial Information, pages 16 to 47, is an integral part of these statements. 





eg | le | | 
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The Realistic PocketVision™ 2.7" LCD Television, shown actual size, is a major breakthrough in size, price and portability. 
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Liabilities and Stockholders’ Equity 

Current liabilities: 
Notes payable ........ 0.0.00. ce eee 
Accounts payable . 2... 0.0. ee ee 
Accrued expenses ......0.000.0 0000 0c 
Income taxes payable 2... ee es 


Total current liabilities .......0..0.0.00 02.0. eee ee kk eee 


Notes payable, due after one year 1.1... 
Subordinated debentures, net of unamortized bond discount .............. 
Deferred income taxeS 2.0.0.0... 00 ee ee 
Other non-current liabilities ..... 00.00.0000 0 ee 


Total Other liabilities... 0 45.44 .6ed tds keto eecae oew ee bE SS eH es 


Stockholders’ equity: 

Preferred stock, no par value, 1,000,000 shares authorized, 

none issued or outstanding ...... 2... 0.02 ee 
Common stock, $1 par value, 250,000,000 shares authorized 

with 95,645,000 and 105,645,000 shares issued, respectively ........ 
Additional paid-in capital 2... 20.0.0... 020 ce ee ee 
Retained earningS .. 2... 0.00. ee ee 
Foreign currency translation effects ........0. 2.0000 ee es 
Common stock in treasury, at cost, 2,719,000 and 

976,000 shares, respectively 2.0.0.0. 0.0... ee ee ee 


Total stockholders’ equity 2... 0. 


Commitments and contingent liabilities .. 0.0.0.0... .. 2.0000. ee eee 





The Realistic® TV-100 Receiver System adds stereo sound to any 
TV. It will also receive bilingual broadcasts. 








June 30, 

1984 1983 
51,036 5S, 7357 
88,961 64,640 

130,386 115,054 

5,003 50,668 

275,386 286,099 

224,297 15,482 

123,251 122,938 
22,502 17,682 
18,312 18,835 

388,362 174,937 
95,645 105,645 
75,413 68,111 

914,297 969,626 

(21,672) (16,297) 

(74,987) (6,213) 

988,696 1,120,872 

$1,652,444 $1,581,908 








The Archer® Video Sound Processor transforms the mono signal 
from a TV or video system into two-channel synthesized stereo. 
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Consolidated Statements of Stockholders’ Equity 





Tandy Corporation and Subsidiaries ener 
Three Years Ended June 30, 1984 Treasury 
Inthousands, sed Stock Outstanding 
Balance at July 1, 1981 ......00. 0.00.00... ce ee 105,645 (2,723) 102,922 
Effect of restating asset and Jiability balances as of July 1, 1981 

for adoption of FAS No. 52 «1... ee — — — 
Foreign currency translation adjustments for the period ....... — — — 
Sale of treasury stock to employee stock purchase program .... — 934 934 
OUlGr ges aeceeeneeu eee Geer nse ee eee een oer ade s ees — — 
NET INCOME <60 4m died Hod Eo OOS Aa RRO HES RE EO OSs — — — 
Balance at June 30, 1982 .. 0.0... 0 105,645 (1,789) 103,856 
Foreign currency translation adjustments for the period ....... — — — 
Sale of treasury stock to employee stock purchase program .... — 813 813 
NETANCOMIC: 24.6¢ skate we Bae oe ees Seed bee be Oe een eee ee -— — — 
Balance at June 30, 1983 .. 0... ee 105,645 (976) 104,669 
Purchase and retirement of stock through tender offer ........ (10,000) — (10,000) 
Purchase of treasury stock .. 0... 0... 0... cece ee eee = (2,785) (2,785) 
Foreign currency translation adjustments for the period ....... = = = 
Sale of treasury stock to employee stock purchase program .... —— 1,042 1,042 
NET INGOMIS .s.o4 9.66 20h a¢ Shoda we a hoa oe eS ee Eee — — — 

Balance at June 30, 1984 ............. 0. .0 20.0000 ae 95,645 (2,719) 92,926 














The Review of Operations and Financial information, pages 16 to 47, is an integral part of these statements. 





Current Assets 


Cash and short-term investments were 
$154,655,000 at June 30, 1984 compared to 
$279,743,000 at June 30, 1983. Despite the working 
Capital provided by operations of $339,623,000, cash 
and short-term investments declined between the end 
of fiscal 1983 and June 30, 1984 because of three 
substantial expenditures of cash. The acquisition of 
O'Sullivan Industries required cash of $91,500,000. 
Open market purchases of 2,785,000 shares for trea- 
sury totaled $92,535,000. Also, the Company used 
$150,000,000 of cash to finance part of its 
$355,000,000 acquisition of 10,000,000 shares 
through a tender offer. 

The short-term investments are carried at cost, 
which approximates market value. The weighted aver- 
age interest rate for the $107,979,000 invested at June 
30, 1984 was approximately 11% compared to 9% for 
the $259,239,000 invested at June 30, 1983. 

Accounts and notes receivable increased from 
$107,530,000 at June 30, 1983 to $122,910,000 at 


June 30, 1984. Although the growth in the Company’s 
accounts and notes receivable in recent years has been 
primarily related to cormputer sales and leases, the ac- 
quisition of O'Sullivan Industries, a manufacturer/ 
wholesaler, accounted for the majority of the increase in 
accounts receivable between the end of fiscal 1983 and 
the end of fiscal 1984. The retail stores generally sell 
their products for cash or through major bank credit 





The Micronta Road Patrol® XK Superhet Radar Detector provides 
supertor performance through GaAs Schottky barrier diode design. 





= Amount 
Common Additional Retained Foreign Currency Treasury 
Stock Paid-in Capital Earnings Translation Effects Stock Total 
$105,645 $16,523 $467,020 $ — $(17,325) $ 571,863 
— — — (5,482) a (5,482) 
— — — (6,835) (6,835) 
~— 23,104 a = 5,944 29,048 
— — _ (2) (2) 
— — 224,085 — —_ 224,085 
105,645 39,627 691,105 (12,317) (11,383) 812,677 
_ ~— — (3,980) - (3,980) 
= 28,484 _ — 5,170 33,654 
— — 278,521 — — 276521 
105,645 68,111 969,626 (16,297) (6,213) leh eed 2 
(10,000) (7,800) (337,200) — _ (355,000) 
—- — -- — (92,535) (92,535) 
— — - (5,375) — (5,375) 
— 15,102 — — 23,/61 38,863 
ee: = _281,871 _ = _ = __ 281,871 
$ 95,645 $75,413 $914,297 $(21,672) $(74,987) $ 988.696 


cards. However, charge accounts and leases are pro- 
vided for sales of computer and business products to 
large and small businesses, schools, professional firms 
and other purchasers of high-dollar computer equip- 
ment. The current portion of computer lease receivables 
at June 30, 1984 was $18,974,000 compared to 
$15,447,000 at the end of fiscal 1983. 

Inventories were $910,530,000 at June 30, 1984, 
7.9% higher than the inventory level at the end of fiscal 
1983. The breakout of finished merchandise and raw 
materials and work tn progress in the accompanying 
chart indicates that 56.7% of this year-to-year increase 
is in finished merchandise while 43.3% of the increase 
is manufacturing related. The finished merchandise 
growth is primarily in the Radio Shack-U.S. store/ 
warehouse system. The average inventory of a U.S. 
company-owned store, including Computer Centers 


Inventories 

jn thousands. 1984 
Finished merchandise ............... $810,732 
Raw materials and work in progress ..... 99,798 


$910,530 


and Telephone Centers but excluding warehouse inven- 
tories, increased to $72,900 in fiscal 1984 compared to 
$69,900 in 1983. An increase in company-owned 
stores of 2.6%, mostly in the United States, also con- 
tributed to the growth in inventories. Inventory levels 
were suppressed somewhat during the year because of 
inventory shortages for some products or groups of 
products caused in part by shortages of semiconductor 
chips. The inventory related to the fiscal 1984 O’Sul- 
livan acquisition includes finished merchandise as well 
as raw materials and work in progress. Inventory turn- 
over (unaudited) was 1.35 for fiscal 1984 compared to 
1.28 in 1983 and 1.41 in 1982. 

Inventories are valued at cost or market, whichever 
is lower. Inventory cost is determined primarily by the 
average cost method. 


June 30, 
1983 1982 1981 1980 
$773,093 $604,124 $475,377 $398,287 
71,004 66,444 38,332 36,873 
$844 097 $670,568 $513,709 $435,160 
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Other current assets include prepaid expenses such 
as rent, catalog costs, property taxes and prepaid in- 
come taxes. The prepaid income taxes, which result 
primarily from the elimination of intercompany profits 
for financial purposes that are reported currently for tax 
purposes, were $11,762,000 at June 30, 1984 and 
$7,415,000 at June 30, 1983. 


Property and Equipment 


Property and equipment, net of accumulated depre- 
Clation, increased from $257,620,000 at June 30, 
1983 to $288,854,000 at the end of fiscal 1984. The 
most significant additions during fiscal 1984 were the 
assets related to O'Sullivan Industries and costs related 
to expansion and remodeling of the retail store system. 
A discussion and analysis of capital expenditures by 
Operating function is given on pages 44 and 45 and a 
three-year analysis of property and equipment is pre- 
sented on pages 46 and 4/7. 

When depreciable assets are sold or retired, the 
related cost and accumulated depreciation are removed 
from the accounts. Any gains or losses are included in 
other income. Major additions and betterments are capi- 
talized. Maintenance and repairs which do not materially 
improve or extend the lives of the respective assets are 
charged to operating expenses as incurred. 

For financial reporting purposes, depreciation and 
amortization are calculated primarily using the straight- 
line method, which amortizes the cost of the assets over 
their estimated useful lives. The ranges of estimated 
useful lives are: 


BUNGINGS: 25 ¢aacewncoenneee ea aan 10-40 years 
Machinery and equipment ....... 2-15 years 
Leasehold improvements ........ the shorter of 


the life of the 
improvements or 
the term of the 
related lease 


Other Assets 


Other assets were $135,039,000 at June 30, 
1984, an increase of $74,049,000 from the June 30, 
1983 balance of $60,990,000. The mast significant 
portion of this increase was the excess purchase price 
over the net tangible assets acquired in the O’Sullivan 
acquisition. This amount, approximately $68,000,000, 
will be amortized over 40 years. The long-term portion 
of computer lease receivables was $20,664,000 at the 
end of fiscal 1984 and $16,991,000 at June 30, 1983. 





Current Liabilities 


Notes payable outstanding and due within one year 
were: 


June 30, 

In thousands. 1984 1983 
Short-term indebtedness, 

principally relating to 

foreign operations $48,845 $53,603 
Current portion of 

notes payable ....... 2,191 2,134 

$51,036 $55,737 


Sg 





The Company had available domestic seasonal 
bank credit lines of approximately $40,000,000 at June 
30, 1984, $24,000,000 at June 30, 1983 and 
$33,500,000 at June 30, 1982. For all of the June 30, 
1984 lines, the interest rate is negotiated at the time of 
borrowing. The rate ts generally understood to be no 
more than the floating prime rate of the lending bank. 
Interest on all the borrowings is payable at maturity. 
With respect to certain lines, the Company is expected 
to maintain compensating balances of a certain percent- 
age of the seasonal line of credit plus a percentage of the 
amount actually borrowed. Of the $40,000,000 of 
bank lines of credit available at June 30, 1984, 
$28,000,000 of these lines required compensating bal- 
ances of $1,800,000. Compensating balances, when 
required, are not legally restricted. For fiscal 1984, 
1983 and 1982 there were instances where part or all of 
the requirements for compensating balances were 
waived. At June 30, 1984, 1983 and 1982, the Com- 
pany had no domestic seasonal borrowings 
outstanding. 

The weighted average of domestic seasonal loans 
outstanding in 1984 was $3,100,000 and the weighted 
average interest rate, based on interest costs incurred, 
was 11.7%. The maximum amount outstanding at any 
month end was approximately $25,300,000. For fiscal 
1983 such loans averaged $3,700,000 and had a 
weighted average interest rate, based on interest costs 
incurred, of 11.2%. The maximum amount outstanding 
at any month end during fiscal 1983 was approximately 
$31,000,000. During 1982 the weighted average of 
domestic seasonal loans outstanding was nominal. 

The Company’s short-term bank indebtedness 
relating to foreign operations is primarily unsecured 





borrowings on overdraft and other lines, some of which 
provide for foreign acceptances. Short-term foreign 
lines of credit were approximately $ 191,000,000 at the 
end of 1984, $171,000,000 at the end of 1983 and 
$150,000,000 at the end of 1982. No compensating 
balances were required. The weighted average interest 
rates on amounts outstanding were 11.7%, 11.0% and 
13.1% at the end of 1984, 1983 and 1982, respec- 
tively. Average monthly foreign short-term bank borrow- 
ings were approximately $41,200,000 in 1984, 
$38,900,000 in 1983 and $39,100,000 in 1982. The 
weighted average interest rates, based on interest costs 
incurred, were 10.7% in 1984, 12.2% in 1983 and 
15.5% in 1982. The maximum amounts of such bor- 
rowings outstanding at any month end during fiscal 
1984, 1983 and 1982 were $50,564,000, 
$51,389,000 and $49,188,000, respectively. 


Accounts payable are primarily amounts owed for 
merchandise. Amounts outstanding, if any, under let- 
ters of credit and acceptance lines of credit are included 
in this account. These instruments can be used as a 
method of short-term borrowing. During 1984 and 
1983 cash flow from operations and good vendor rela- 
tionships in the Orient have allowed the Company to 
utilize letter of credit transactions to a lesser degree than 
in the past. 

The Company’s available letters of credit and ac- 
ceptance lines of credit were approximately 
$215,000,000 at June 30, 1984 and $186,500,000 at 
June 30, 1983. No acceptances were outstanding at 
June 30, 1984 or June 30, 1983. There were no do- 
mestic banker's acceptances outstanding at any time 
during fiscal 1984. In fiscal 1983 the weighted average 
of domestic banker's acceptances outstanding was 
$6,100,000. The weighted average interest rate for 
fiscal 1983, based on interest costs incurred, was 
10.1%. The maximum amount outstanding at any 
month end in fiscal 1983 was $36,400,000. No com- 
pensating balances are required on these acceptance 
lines. Letters of credit open against outstanding pur- 
chase orders were approximately $45,000,000 at June 
30, 1984 and $64,400,000 at June 30, 1983. 

Accrued expenses include amounts owed in the 
normal course of operations for payroll costs, property 
taxes, rent, insurance and other expenses. Accrued 
payroll and bonuses were $61,173,000 at June 30, 
1984 and $54,422,000 at June 30, 1983. Property 





taxes accrued at the end of fiscal 1984 and 1983 were 
$11,156,000 and $12,491,000, respectively. 
Amounts accrued for insurance were $17,905,000 at 
June 30, 1984 and $14,802,000 at June 30, 1983. 
Deferred income from computer service contracts is 
also included in this account and totaled $15,538,000 
at the end of fiscal 1984 and $11,675,000 at the end 
of 1983. 

Income taxes payable were $5,003,000 at June 
30, 1984 compared to $50,668,000 at June 30, 1983. 
The Company makes quarterly federal income tax de- 
posits based on the prior fiscal year’s income. A change 
in the tax laws now requires a greater portion of the 
estimated taxes to be paid in by the end of the fiscal year 
than in prior years. 
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Long-Term Debt 


In thousands. 


Notes payable with interest rates ranging from 


4% to 17.5% at June 30, 1984 and 1983 ....... 


Less portion due within one year 


included in current notes payable .............. 


Subordinated debentures: 


10% due 1991 .......... 0.0.0. ee es 
10% due 1994, less unamortized discount of $7,262,000 
and $7,575,000, respectively ................ 


June 30, 
1984 1983 
Leweeheeeeeeeee see $226,488 $ 17,616 
Eten e sea nee se ae ae (2,191) (2,134) 
$224,297 $ 15,482 
a a ee nee $ 98,082 $ 98,082 
fae eee eoeeen eee be 25,169 24,856 
$123,251 $122,938 


ess | a m_mmmmm c r— 


Long-Term Debt 


Maturities of the $226,488,000 of notes payable 
at June 30, 1984 are: 


LOO. 25 tess neae enue ean teres Ss $ 2,191,000 
c)s) 0 a ae ee ee er ee er ee eee 2,063,000 
WISE osu tedaaees ha ee se hehe ass 6,098,000 
VICE. ce 5 babe eee ehete easy etna 103,050,000 
Soo): ee a ee ee ee ee 103,035,000 
1990 and thereafter .............. 10,051,000 


In May 1984 the Company entered into a prelimi- 
nary loan agreement with a group of banks for 
$205,000,000 to fund a portion of the Company’s 
tender offer for 10,000,000 shares of its common 
stock. This interim borrowing transaction was made 
with the intent to enter into a long-term credit agree- 
ment. Such an agreement was finalized in August 1984. 
Loans totaling $205,000,000 were executed under this 
agreement to refinance and pay off the loans originally 
drawn under the preliminary agreement. The interest 
rate on the interim loans was the short-term money 
market rate quoted by the banks, a weighted average 
rate of 11.8%. At June 30, 1984, the entire 
$205,000,000 was outstanding at an interest rate 
of 11.8%. 

Under the terms of the permanent credit agree- 
ment, the Company has approximately six months to 
create term loans to be repaid in two equal installments 
on August 7, 1987 and 1988. Between the date this 
agreement was executed, August 7, 1984, and the date 
the Company selects for conversion of the loans to term 
loans, the maximum commitment of the banks under 


this particular credit agreement is $205,000,000. Be- 
fore the loans are converted into term loans, the Com- 
pany may decrease and/or increase these borrowings; 
but the total of these borrowings may not exceed the 
$ 205,000,000 limit. A commitment fee of 1/4% is pay- 
able on any unused portion of the commitment. Interest 
for this period is based on the short-term money market 
rates quoted by the banks from time to time. When the 
Company converts these loans to term loans, the Com- 
pany may select among several interest rate options. 
These options are (1) prime rate, (2) adjusted certificate 
of deposit rate plus 7/2 of 1%, (3) LIBOR plus 3/s of 1%, 
or (4) fixed rates quoted by the banks. The credit agree- 
ment requires the Company to maintain minimum levels 
of working capital and to adhere to certain financial ratio 
requirements. Also, there are certain dividend payment 
restrictions. These term loans may be prepaid without 
penalty. 

In December 1976 the Company issued 
$98,082,000 of 10% subordinated debentures due 
1991 for 19,607,800 shares of common stock (ad- 
justed for the stock splits in fiscal 1981 and 1978). The 
10% subordinated debentures due 1994 were issued in 
fiscal 1975 in exchange for 19,504,000 shares (ad- 
justed for the stock splits in fiscal 1981, 1978 and 
1976) of common stock. The shares acquired in these 
exchanges were retired. Debt discount of $9,894,000 
relating to the debentures due 1994 was recorded 
based on an effective interest rate of 14.25% and its 
being amortized over the life of the bonds. 


Investment Equation 


(Unaudited) 
Asset Return 
Turnover x On Sales = 
__ Sales, ~—_Net Income_ 
June 30 Avg. Assets Sales 
1975 1.71 x 5.1% = 
1976 2.04 x 8.7 — 
1977 2.16 ~ 13 = 
1978 2.06 x 6.2 — 
1979 2.09 x 6.9 = 
1980 2.10 x 8.1 — 
1981 2.06 x 10.0 = 
1982 1.88 x 11.0 = 
1983 1.76 x 11.3 = 
1984 1.69 x 10.3 





Return Financial Return 
On Assets x Leverage = On Equity 
Net Income Avg. Assets _ Net Income 
Avg. Assets Avg. Equity Avg. Equity 

8.7% x 2.53 = 22.0% 

17.7 x 2.18 = 38.7 

15.7 x 2.37 = 37.2 

12.8 x 3.39 = 43.6 

14.3 x 3:35 = 47.9 

17.0 x 2.69 = 45.7 

20.6 x 1.93 = 39.7 

20.7 x 1.56 = 32.3 

19.8 x 1.45 = 28.8 

17.4 x 1.53 = 26.7 





Stockholders’ Equity 


The purchase and retirement of stock through a 
$ 355,000,000 cash tender offer during the fourth quar- 
ter of fiscal 1984 had a significant impact on the balance 
sheet and, in particular, on stockholders’ equity. By re- 
ducing the number of shares issued and outstanding by 
10,000,000 shares, the weighted average number of 
shares for calculating earnings per share was impacted 
for the fourth quarter of fiscal 1984 and will be impacted 
even more in fiscal 1985 and thereafter. Common stock 
was reduced by $10,000,000, additional paid-in capital 
by $7,800,000 and retained earnings by 
$337,200,000. This reduction was approximately 
32% of the Company’s June 30, 1983 stockholders’ 
equity. In addition, the repurchase of approximately 
2,785,000 shares of the Company’s common stock on 
the open market reduced stockholders’ equity another 
$92,535,000. These transactions affected the ratios 
and returns presented in the accompanying Investment 
Equation because of their effects on the Balance Sheet 
and Statement of Income. 


Litigation 


There are various claims, lawsuits, investigations 
and pending actions involving allegations of negligence, 
product defects, discrimination, patent infringement, 
tax deficiencies and breach of contracts against the 
Company and its subsidiaries incident to the operation 





of its business. The liability, if any, associated with these 
matters is not determinable at June 30, 1984. While 
certain of the lawsuits involve substantial amounts, it Is 
the opinion of management that the ultimate resolution 
of such litigation will not have a material adverse effect 
on the Company’s financial position or the results of 
operations. 
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Consolidated Statements of Changes in Financial Position 
Tandy Corporation and Subsidiaries 


In thousands. 1984 1983 
Financial Resources Were Provided By: 
Income from continuing operations ........0...0 000000 cee eee eee $ 281,871 $278,521 
Items in income not affecting working capital: 
Depreciation and amortization .... 2... 0.0.0... cece eee ees 46,079 38,679 
OUlGr at¢uawerd dat enwennes cece eeeee ees ab eeeaes eee aes 11,673 3.272 
Working capital provided by continuing operations ................... 339,623 320,472 


Conversion of debentures into common stock ............00008 ce eee = = 
Issuance of debentures ..........0..0.0 000 ce ee eee ke eens — — 


Additions to long-term borrowings .....0...0.0. 0000 cep eee eee ee eee 208,000 370 
sale of treasury stock to employee stock purchase program ............ 38,863 33,654 
586,486 354,496 
Financial Resources Were Used For: 
Additions to property and equipment, net of retirements .............. 57,144 72,675 
Net assets other than working capital of company acquired for cash ...... 84,413 — 
Foreign currency translation adjustments, net ...........00.-0 000 ee 7,558 6,928 
Reductions of long-term debt ......0...0.. 0.00000 eee eee ee ee eee 3,462 5,530 
Decrease in 61/2% convertible subordinated debentures ............... — — 
Purchase of common stock related to tender offer ................... 355,000 _ 
Purchase of treasury stock .. 2.0.2... 000000. eee ee ee ees 92,535 — 
Retirement of common stock in exchange for debentures .............. — 
OTE WE sand naunere eabes se ene aeade eo deen acount as enn eet 10,408 S,027 
610,520 93,160 
Increase (Decrease) in Working Capital of Continuing Operations .......... (24,034) 261,336 


Working capital provided (used) by discontinued operations ............ — 
Working capital provided (used) by operations spun off ............... — 


Increase (Decrease) in Working Capital ............0........... $ (24,034) $261,336 


Increases (Decreases) in Working Capital: 


Cash and short-term investments ....0..0.0.0 0.000. cece ee eee $ (125,088) $112,196 
Accounts and notes receivable, net ........ 0.000. eee ee ee ee 15,380 23,914 
IIVENIONES 64.6 oo 6 eae ee we a eG Oe bE ESRE RSD GRERE REE ERO EEEAR 66,433 173,529 
Other current aSsetS ......0. 0.00 cc ee ee ee ee ee ee ee ee 8,528 4,928 
Short-term debt, including current portion of long-term debt ............ 4,701 (30,795) 
Accounts payable 2... 0. eee es (24,321) (999) 
ACCTUGGEXDENSES «44 wad G64 bea wed Hd SE EHR OY EAE Sew a a Gm (15,332) (22,929) 
Income taxes payable .... 2.0.0. ee ee 45,665 1,492 

Increase (Decrease) in Working Capital ...................0005. $ (24,034) $261,336 


The Review of Operations and Financial Information, pages t6 to 47, is an integral part of these statements. 
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1982 


$224,085 


29,437 
7,318 
260,840 


18,209 
29,048 


308,097 


67,678 
10,688 
1,470 


$210,436 


$ 25,553 
41,528 
156,859 
15,584 
9,920 
(9,081) 
(24,919) 
(5,008) 


$210,436 


198 1 


$169,602 


23,288 
7,637 
200,527 
95,502 
903 
21,077 
321,059 


48,494 


3,523 
99,954 


26,003 
177,974 
143,085 


$143,085 


$ 85,629 
16,363 
78,549 
(2,393) 
(8,944) 
4,366 
(8,036) 
(22,449) 


$143,085 


1980 


$112,235 


19,110 
(536) 


130,809 


15,033 
146,642 


31,063 


$ 52,494 


$ 18,744 
9,884 
63,511 
1,219 

if ear 
(24,536) 
(6,827) 
(10,772) 


$ 52,494 


Year Ended June 30, 


1979 


$ 83,229 


17,121 
__ 3,772 
104,122 
98,875 
5,081 

__ 12,954 
221,032 


26,979 


111,750 


27,396 


(7,032) 
158,693 
62,339 


$ 62,339 


$ 1,843 
5,206 
48,584 
(1,562) 
Lo,f75 
15,543 
(9,958) 
(13,092) 


$ 62,339 


1978 


$ 66,146 


13,879 
3,437 
83,462 


—— 


110,000 
10,000 


203,462 


HO,307 


3,208 


101,487 


(7,663) 
147,389 
56,073 


$ 56,073 


$ 14,848 
37008 
32,786 
(2,400) 
9,706 
(1,965) 
(2,449) 
1,994 


$56,073 


1977 


$ 71,819 


11,140 
S,072 
86,531 


98,039 
8,632 
193,202 


41,518 


4,130 


21,180 
98,039 
(5,114) 
169.793 
33,449 
5,084 


$ 38,533 


$(23,354) 
(2,360) 
66,895 
9,018 
(20,001) 
(14,725) 
(4,727) 


27,787 


> Sonos 


1976 


$64,281 


8,034 
2,936 
Pope o 


7,343 
82,594 


26,420 


49,571 


5,306 


{6,441} 
74,856 
7,738 


_(4,916) 
$2,822 


$11,625 
(1,096) 
50,350 

2,842 
(15,243) 
(11,345) 
(15,914) 


(18,397) 
$2,822 





1975 


$28,622 


7,392 
(159) 


35,855 
25,443 
5,000 
655 


66,953 


13,0511 


26,432 


6,044 
25,443 
(4,987) 
66,583 
370 
(560) 
13,208 
$13,018 


$ (4,247) 
(1,758) 
25,540 

i aes: 
(5,714) 
1,241 
(1,754) 


(1,563) 
$13,018 
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WORKING CAPITAL PROVIDED BY OPERATIONS 
(IN MILLIONS OF DOLLARS} 





SALES OF SELF-MANUFACTURED PRODUCTS ASA 
PERCENT OF SALES (UNAUDITED) 





Sources and Uses of Working Capital 


Working capital provided by operations increased 
6% from $320,472,000 for 1983 to $339,623,000 for 
1984. The working capital provided by operations in 
fiscal 1984 was approximately nine times the 1975 
level of $35,855,000. The continued growth in net 
income has produced this stream of working capital. 
Three major uses of financial resources are shown in the 
Statement of Changes in Financial Position for fiscal 
1984 that were not present in fiscal 1983. The pur- 
chase of common stock through a tender offer required 
cash of $355,000,000 of which $205,000,000 was 
obtained through long-term borrowings. Also, open 
market purchases of treasury stock totaling 
$92,535,000 were made. The cash acquisition of 
O’Sullivan for $91,500,000 was another major use of 
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AVERAGE NON-CASH ASSETS INVESTED IN 
MANUFACTURING (UNAUDITED) (IN MILLIONS OF DOLLARS) 
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funds during the year. The net assets, other than work- 
ing capital, related to this acquisition totaled 
$84,413,000. Although these transactions required 
sizable amounts of cash, the current ratio (current as- 
sets = current liabilities) remained at approximately the 
same level as in 1983. The current ratio at June 30, 
1984 was 4.46 to 1 compared to 4.42 to 1 at 
June 30, 1983. 

The largest recurring use of working capital contin- 
ues to be for capital expenditures. Fixed asset additions, 
not including the $20,688,000 of fixed assets related to 
the O’Sullivan purchase, totaled $60,988,000 in fiscal 
1984. Additions for fiscal 1983 and 1982 were 
$74,876,000 and $69,898,000. Most of the Compa- 
ny‘s retail operations are in leased facilities. Therefore, 
the Company's capital outlays are primarily for store 
fixtures and leasehold improvements rather than land 
and buildings. The average cost of leasehold improve- 
ments, store fixtures and signs for company-owned 
stores, excluding Computer Centers and Telephone 
Centers, opened in the United States in fiscal 1984 was 
approximately $54,000. The average cost for fiscal 
1983 was $70,700. in fiscal 1984 the number of high- 
cost stores opened in exclusive, metropolitan retail loca- 
tions was less than the number opened in 1983 and 
resulted in a lower average cost for store openings in 
1984 than in 1983. Fixed asset costs for new Computer 
Centers/Telephone Centers are not significantly differ- 
ent from the expenditures for regular Radio Shack 
stores. Company-owned stores opened worldwide, net 
of closings, in fiscal 1984 were 149 compared to 260 in 
fiscal 1983 and 372 in 1982. 

Self-manufacturing has played a major role in the 





Capital Expenditures 
by Operating Areas 





Year Ended June 30, 


In thousands. 1984 1983 1982 1981 1980 
Stores 0.2.0 $34,786 $37,915 $41,288 $34,013 $20,716 
Manufacturing .................0. 37,491 18,461 20,370 8,460 5,294 
Warehouse ..........0..2.. 0000 eee 1,421 8,20) 1,414 A451 470 
OWNEr 4 aea44e-¢6 4m oon oad eeneee x 7,551 10,097 5,903 6,342 4,537 
81,249 74,674 68,975 49,266 Cun Osa 
Tandy Center ..........2.......... 427 202 9273 1,491 2,611 
Net retirements .........-........ (3,844) (2,201) (2,220) (2,263) (2,565) 
$77,832 $72,675 $67,678 $48,494 $31,063 
8 


Company’s growth by allowing quick reactions to 
changes in the computer and electronics marketplaces. 
The increases in working capital provided by operations 
have permitted the Company to not only expand manu- 
facturing Capacity, but to expand the types of products it 
can manufacture without incurring substantial amounts 
of indebtedness. As illustrated by the accompanying 
charts, sales of self-manufactured products as a per- 
centage of sales increased steadily between 1980 and 
1983 to a high of 57% but returned in fiscal 1984 to the 
1982 level of 54%. While sales of computer products 
were amajor reason for the increase in the percentage of 
sales of self-manufactured products to total sales during 
the four years ended June 30, 1983, the pressures on 
prices of computer products in fiscal 1984 had a nega- 
tive effect on this percentage for 1984. Average non- 
cash assets invested in manufacturing have shown 
large increases in the last two years because of acquisi- 
tions. O'Sullivan, a manufacturer of consumer elec- 
tronic stands, racks, desks and accessories, was added 
in fiscal 1984. Approximately $17,000,000, in addition 
to the O'Sullivan acquisition, was expended in fiscal 
1984 for expansion of manufacturing facilities. In the 
latter part of fiscal 1982, the video and audio tape 
manufacturing operations of Memtek Products were 
acquired. 

The analysis of changes in working capital on pages 
42 and 43 indicates the changes in the components of 
working capital. Between the end of fiscal 1984 and 
1983, cash and short-term investments declined more 
than $125,000,000. The reasons for this decrease are 
discussed on the previous page. Higher levels of cash 
and short-term investments were maintained in fiscal 
1984 than in fiscal 1983 because the major cash expen- 
ditures were not made until the middle or latter portions 


of the year. The averages of month-end cash and short- 
term investments were approximately $263,367,000 
In 1984 and $188,000,000 in 1983. The fiscal 1985 
averages will be affected by the fiscal 1984 expendi- 
tures until cash flow from operations can replenish these 
cash balances. Inventories increased by $66,433,000 
between the end of fiscal 1983 and 1984. The average 
Investment in inventories for new Radio Shack-U.S. 
stores increased from $62,600 in 1983 to $64,900 in 
1984. Initial inventories for new Computer Centers and 
Telephone Centers in the United States were approxi- 
mately $120,000 in fiscal 1984 compared to $132,000 
in 1983 and $124,000 in 19882, These amounts do not 
include the warehouse inventories required to support 
the store system. A shortage of semiconductors 
created problems in replenishing certain categories of 
merchandise during fiscal 1984. Increases in sales and 
the store system have required larger warehouse and 
manufacturing inventories to support this growth. Ac- 
counts receivable and current portions of lease receiv- 
ables have increased as saijes to large and small 
businesses, professional firms, schools and other pur- 
chasers of high-dollar computer equipment have grown. 
Acquisitions have also increased the level of accounts 
receivable during recent years. 

The Company's long-term borrowing capability is 
enhanced by its low long-term debt-to-equity ratio. This 
ratio increased from .12 to 1 at June 30, 1983 to .35to 
1 at June 30, 1984. The increase in long-term indebted- 
ness and the decrease in stockhoiders’ equity that re- 
sulted from the cash tender offer in fiscal 1984 
increased the ratio of debt-to-equity. This ratio declined 
from .81 to 1 at June 30, 1980 to a level of .22 to 1 at 
June 30, 1981 and .18 to 1 at June 30, 1982 because 
of the redemption of the 61/2% convertible debentures 
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Property and Equipment 


In thousands. 


Year Ended June 30, 1984 

Consumer electronics operations: 
CONE 45 o4 au Race eee eee eee eee 
BUNGINGS: g.824 242645 2a eee ee ee 
Furniture, fixtures and equipment . . 
Leasehold improvements ........ 


Tandy Center: 
LOAG. ga ea oes oe oe oe a ewe oes 
Buildings and other ............ 


Year Ended June 30, 1983 

Consumer electronics operations: 
Wand. 462646 oe ed oe Meee ea ees 
Buildings ...............008. 
Furniture, fixtures and equipment .. 
Leasehold improvements ........ 


Tandy Center: 
Ea foe pee eee eae hee oe ae 
Buildings and other ............ 


Year Ended June 30, 1982 

Consumer electronics operations: 
AIG Sachs ew ek oe Ae oe & eo 
BUNGINGS Ase4ereedtuse oe be ch 
Furniture, fixtures and equipment . . 
Leasehold improvements ........ 


Tandy Center: 
LAWE 644484 66 ee oS aoe be ae 
Buildings and other ............ 


Balance at 
Beginning 
of Period 


$ 4,989 
33,800 
170,921 
117,410 


327,120 


8,611 
69,267 
77,878 

$404,998 


$ 3,825 
22,497 
141,312 
94,044 


261,678 


8,611 
69,066 
77,677 

$339,355 


$ 3,079 
20,143 
113,675 
70,914 


207,811 


8,611 
68,172 


76,783 
$284,594 


Additions 
at Cost 


$ 641 
14,688 
48,826 
17,094 
81,249 


313 
114 


427 
$81,676 


$ 1,356 
11,662 
35,706 
25,950 
74,674 


202 
202 
$74,876 


$ 577 
2,673 
38,526 
27,197 


68,975 


923 
923 
$69,898 


Retirements 


and Sales 


$ (164) 
(349) 
(8,959) 
(1,259) 


(10,731) 


$(10,731) 


$ = 


—_e 


(5,326) 
(1,164) 


(6,490) 


(1) 
(1) 
$ (6,491) 


$ _ 


(7,523) 
(847) 
(8,370) 


(29) 
(29) 
$ (8,399) 


Other 


$ 15 
(377} 
(2,747) 
(2,071) 


(5,180) 


—_————————— 


$(5,180) 


$ (192) 
(359) 
(771) 

(1,420) 


(2,742) 


$(2,742)} 


S$ 169 
(319) 
(3,068) 
(3,220) 


(6,738) 


$(6,738) 





Balance at 
End of 
Period 


$ 5,481 
47,762 
208,041 
131,174 


392,458 


8,924 
_ 69,381 


78,305 
$470,/63 


$ 4,989 
33,800 
170,921 
117,410 


327,120 


8,611 
69,267 


77,878 
$404,998 


$§ 3,825 
22,497 
141,312 
94,044 


261,678 


8,611 
69,066 
77,677 

$339,355 


in fiscal 1981. More than $98,000,000, or essentially 
all of these debentures, were converted into common 
stock. This transaction is shown in the Statement of 
Changes in Financial Position as a source and a use 
of funds and therefore had only a nominal effect on 
working capital. The financial strength of the Company, 


based on its historical and current operations and 
balance sheets, is such that management is confident 
adequate funds could be raised in the long-term debt 
market at competitive rates if necessary. However, the 
Company has no immediate plans for any additional 
long-term financing — debt or equity. 











Balance at Balance at 
Accumulated Depreciation Beginning Depreciation Retirements End of 
In thousands. of Period Expense and Sales Other Period 
Year Ended June 30, 1984 
Consumer electronics operations: 
BUIGINGS: «.5 14 22446 a3 ace KR eee « $ 4,932 $ 1,489 $ (116) $ (22) $ 6,283 
Furniture, fixtures and equipment . . 84,759 26,298 (5,763) (1,673) 103,621 
Leasehold improvements ......... 43,425 13,353 {1,008) (917) 54,853 
133,116 41,140 (6,887) (2,612) 164,757 
Tandy Center: 
Buildings and other............. 14,262 2,890 — — 17,152 
$147,378 $44,030 $(6,887) $(2,612) $181,909 
Year Ended June 30, 1983 
Consumer electronics operations: 
Buildings ........... 2.008000 $ 3,985 $ 927 $ — $ 20 $ 4,932 
Furniture, fixtures and equipment 65,844 22,686 (3,593} (178) 84,759 
Leasehold improvements ......... 33,171 11,369 (697) (418) 43,425 
103,000 34,982 (4,290) (576) 133,116 
Tandy Center: 
Buildings and other............. 11,360 2,902 — 7 14,262 
$114,360 $37,884 $(4,290) $ (576) $147,378 
Year Ended June 30, 1982 
Consumer electronics operations: 
Buildings ..........-...220206. $ 3,183 $ 736 $ — $ 66 $ 3,985 
Furniture, fixtures and equipment 56,030 16,782 (5,622) (1,346) 65,844 
Leasehold improvements ......... 26,390 8,634 (523) (1,325) 33,171 
85,603 26,152 (6,150) (2,605) 103,000 
Tandy Center: 
Buildings and other ............. 8,562 2,827 (29) — 11,360 
$ 94,165 $28,979 $(6,179) $(2 605) $114,360 


Note: With the adaption of FAS No. 52, Foreign Currency Translation, the foreign fixed assets and related accumulated depreciation are translated 
into U.S. dollars at the rates in effect at the date of the balance sheet. The amounts shown in the “Other’’ column reflect the changes in currency 


values between the balance sheet dates. 





Leen eee ee eeEyEyEyEyEyEyE—EEEEEE——————————————— 
$190,000,000 at June 30, 1984 with less than 


The Company had available domestic seasonal 


bank credit and acceptance 


lines totaling 


$255,000,000 at June 30, 1984 and $210,562,000 at 
June 30, 1983. No borrowings were outstanding 
on these lines at the end of either period. in addition, 
available foreign lines of credit were more than 


$45,000,000 outstanding at that time. Management 
believes the Company’s short-term credit lines can be 
expanded as needed. A more complete outline of 
the Company's year-end borrowings is detailed in the 
discussion of the Balance Sheet. 





Tandy Corporation Officers 





Age Years with Company* 

John Roach Chairman of the Board, Chief Executive 45 17 

Officer and President 
John McDaniel senior Vice President and Controller 66 18 
Charles Tindall Senior Vice President and Treasurer 58 18 
Herschel Winn Senior Vice President and Secretary 52 15 
Billy Roland Vice President 58 30 
Loyd Turner Vice President 66 12 
Donald Bock Assistant Treasurer 41 16 
Louis Neumann Assistant Secretary 51 10 
Radio Shack Officers 
Bernard Appel President 52 25 
Robert Keto Executive Vice President — Retail Operations 43 20 
Ron Stegall Senior Vice President — Business Products 36 14 
David Beckerman Vice President — Advertising 56 28 
George Berger Vice President — Director of Personnel 45 21 
Jerry Colella Vice President — Franchise International 54 26 
William Gattis Vice President —Education Division 44 5 
David Goyne Vice President —Support Services 37 11 
Ray Hicks Vice President — Distribution 62 12 
Frank Kalinoski Divisional Vice President 40 14 
Dean Lawrence Divisional Vice President 54 29 
Carroll Leu Vice President ~ Tandy Data Processin AG 17 
Elmer Meider Vice President — Tandy Home Education Systems 38 1 
Rabert Miller Vice President —Merchandising-Consumer Products 44 5 
Robert Myers Vice President — Controller 49 13 
Caroline Nemser Vice President — Merchandising Control 70 29 
Dick Richards Divisional Vice President 43 19 
Tom Roxburgh Divisional Vice President 40 21 
E. W. Spieckerman Vice President — Real Estate 51 16 
Paul Wofford President — Tandy Transportation, Inc. 62 15 
June Wolff Vice President — Merchandising Support 47 23 
Charles Wyse Divisional Vice President 40 16 
Tandy International Electronics Officers 
Jim Nichols Senior Vice President 40 15 
Clifford Atfieid Vice President — Operations-TIE Europe af 20 
Marvin Cash Vice President and Managing Director— 51 28 

Radio Shack Canada 
Robert Owens Vice President and General Manager— TIE Europe Ay #3 
John Sayers Managing Director— United Kingdom 44 10 
Tandy Trading international Officers 
David Christopher Senior Vice President 41 17 
Mike Murray Vice President — Australia 35 16 
Elaine Yamagata President —A&A Trading Companies 62 29 
Tandy Marketing Companies Officers 
Robert McClure senior Vice President 48 12 
John Humphreys Vice President and General Manager— 44 14 

Memtek Products Division 
Tom O'Sullivan President — O'Sullivan Industries, Inc. 61. 30 
Tandy Electronics Manufacturing Officers 
Sy Bogitch senior Vice President 58 13 
Jim Mortensen Vice President —Computer Manufacturing 50 17 
John Patterson Vice President — Research and Development ay 5 
Richard Ramsey Vice President — North American Manufacturing 38 17 
Radio Shack is a division of Tandy Corporation. * Includes prior service with companies acquired by Tandy Corporation. 
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Tandy Corporation 
Board of Directors 


John V. Roach** 
Chairman, Chief Executive Officer 
and President, Tandy Corporation, 
Fort Worth, Texas 


Donald L. Bryant*:* 

Business Consultant, Boynton Beach, Florida; 
Business Executive-in-Residence, 

Texas Christian University, Fort Worth, Texas; 
Retired Executive Vice President, The Equitable 
Life Assurance Society, New York, New York 


William C. Conner ':* 

Co-Founder and Chairman Emeritus, 
Alcon Laboratories, |inc.:; 

Chairman, Hearing Heaith Group, Inc.; 
Chairman, Medcon, Inc.; 

Chairman, Capital National Bank; 

Fort Worth, texas 


Lawrence E. Dempsey '* 
President, Batavia Enterprises, Inc., 
Batavia, !Hinois 


Lewis F. Kornfeld, Jr.'-* 

Retired Vice Chairman, Executive 
Vice President, Tandy Corporation; 
Retired President, Radio Shack; 
Fort Worth, Texas 


Robert R. Lowdon** 
Chairman, Stafford-Lowdon, 
Fort Worth, Texas 


Phil R. North?” 

Chairman, First City National Bank of 

Fort Worth; Former Chairman, Chief 

Executive Officer and President, Tandy Corporation; 
Fort Worth, Texas 

George R. Nugent?” 

Former Chairman 

and Chief Executive Officer, 

Tandycrafts, Inc., 

Fort Worth, Texas 

Chairman and Chief Executive Officer, 

Champiin Petroleum Company, Fort Worth, Texas 
Alfred J. Stein'’ 

Chairman and Chief Executive Officer, 

VLSI Technology, Inc., San Jose, California 


Jesse L. Upchurch? | 
Chairman, Chief Executive Officer 
and President, Upchurch Corporation, 
Fort Worth, Texas 

John A. Wilson'* 


Chairman, Chief Executive Officer 
and President, Color Tile, Inc., Fort Worth, Texas 


iMember of Audit Committee 
2Member of Organization and 
Compensation Committee 
$Member of Executive Committee 
4Member of Nominating Committee 


Corporate Data 





Corporate Offices 
1800 One Tandy Center 
Fort Worth, Texas 

(817) 390-3700 


Annual Meeting 

10 a.m., November 8, 1984. 
Pacific Room 

Americana Hotei/Tandy Center 
200 West Second Street 

Fort Worth, Texas 


Common Stock 

Transfer Agents 

First National Bank of Boston 

Texas American Bank/Fort Worth N. A. 


Registrars 
First National Bank of Boston 
InterFirst Bank Fort Worth, N. A. 


10% Subordinated Debentures, due 1991 
Transfer Agent, Registrar and Trustee 
InterFirst Bank Fort Worth, N. A. 


Authenticating Agent 
Manufacturers Hanover Trust Company, New York 


10% Subordinated Debentures, due 1994 
Transfer Agent, Registrar and Trustee 
Texas American Bank/Fort Worth N. A. 


Authenticating Agent 
Chase Manhattan Bank, New York 


Stock Exchange Listing 

New York Stock Exchange 

Common Stock 

(Ticker Symbol TAN") 

10% Subordinated Debentures, due 1991 
10% Subordinated Debentures, due 1994 


Form 10-K Available 

Tandy Corporation’s Annual Report 

to the Securities and Exchange 
Commission may be obtained without 
charge after September 30, 1984 

by writing Tandy Corporation, 
Shareholder Services Department, 
1800 One Tandy Center, PO. Box 
17180, Fort Worth, Texas 76102; or 
by telephone (817) 390-3024. 


Tandy Corporation is an Equa! 
Opportunity Employer 


Printed in U.S.A, 
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